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ASONS WHY RUOYA 
A GETTER BUY FOR 





GREATER EFFICIENCY! Royal has more work-saving, time-saving features 
than any other typewriter. Result: Royals can deliver more letter-production per ma- 
chine. This is a fact. Call in your Royal representative—and be shown the proof—in 


an actual Royal demonstration! 


GREATER DURABILITY! Royals are the sturdiest typewriters engineerin 

b yp g g 
science has produced. Because of this fact, Royals stand up longer, spend more time on 
the job, less time out for repairs. Result: Royals cut stenographic work losses to a mini- 


mum, give you the maximum return from your typewriter investment. 
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THE FAVORITE WITH TYPISTS! A national survey made among hun- 
dreds of business girls shows that Royal is the preferred typewriter—2 to J over any 
other typewriter. Your stenographic staff will do more and better work on machines 
they prefer to use. Order Royals! 
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KEYSTONE CHROMIUM CORP. 


One great feature of Ditto and Ditto Business 
Systems is simplicity! One writing, one typing, 
one paper original—no mats, no stencils, no 
special skills required—yet Ditto speedily 
makes all the copies needed for the most 
complicated Production, Purchasing, Payroll, 
and Order-Billing routines! No other methods 
perform so efficiently. Ask us for proof. Let us 
show you how Ditto Business Systems get 
things done. No obligation, of course. 


DITTO, Inc. 
2215 West Harrison Street, Chicago 12, Illinois 
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DATES AHEAD 


All dates are listed as scheduled at time 


of publication of this issue. Subsequen | 


changes may be made. 
Meeting Dates of Controls 
October, 1946 


1—Twin Cities 
October 2—Bridgeport 


October 3—Birmingham, 
Philadelphia 


October 8—Boston, 


October 


Hartford, 


Buffalo, Chatta- 


nooga, Cincinnati, Cleveland, Milwau- 


kee 

October 9—Baltimore, Western Michi- 
gan 

October 10—Dayton, New York City 
Toledo 

October 14—Kansas City 

October 15—Springfield, Syracuse 

October 17—Los Angeles, San Fran- 
cisco 

October 18—Chicago, Portland 

October 21—Pittsburgh 

October 22—Dallas, Atlanta, District of 
Columbia, Houston, St. Louis 

October 23—Louisville 

October 24—Indianapolis 

October 29—Detroit 

October 30—Rochester 

October 31—Seattle 


November 


November 
November 
November 


5—Chattanooga, Twin Cities 
6—Bridgeport 
7—Birmingham, Hartford 
November 11—Kansas City 
November 12—Buffalo, Boston, 
cinnati, Cleveland, Milwaukee 


November 13—Baltimore, Western | 


Michigan 


November 14—Dayton, New York City, | 


Philadelphia, Toledo 
November 15—Chicago 
November 18—Pittsburgh 
November 19—Houston, Springfield, 
Syracuse 
November 21—Indianapolis, 
geles, San Francisco 
November 22—Portland 
November 26—Atlanta, Dallas, Detroit, 
District of Columbia, St. Louis 
November 27—Louisville, Rochester 
November 28—Seattle 


Los 


As this issue went to press, meeting 


| dates for October and November had not 


yet been announced for the New Orleans 
and Quad-Cities Controls. 
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An- | 
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* TRAINING 
; YOU CAN 


* RECOMMEND 
WITH 
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@ When you are asked to recommend an 
accounting course, the educational back- 
ground of the International Accountants 
Society, Inc., will give you complete confi- 
dence. The five men composing our Execu- 
tive Educational Committee are responsible 
for [AS educational policies and activities. 
The sixteen Certified Public Accountants 
composing the IAS Faculty prepare text 
material, give consultation service, or grade 
examination papers. Some give full time. 


The Controller, October, 1946 


af 






* 7: +] 


others part time, to [AS work. Our Advisory 
Board consists of forty outstanding Certified 
Public Accountants, business executives, 
attorneys, and educators, who counsel with 
the IAS Management, on request, about 
technical accounting, educational, and busi- 
ness matters. 


The uniformly high caliber of these men is 
eloquent testimony to the quality of IAS 
training. 














EXECUTIVE EDUCATIONAL COMMITTEE 


President, International Accountants Society, Inc.; Dean, School of Commerce, Accounts 
and Finance, New York University; Former President, American Association of University 
Instructors in Accounting; Former President, American Association of Collegiate Schools 
of Business. 


JOHN T. MADDEN 
C.P.A., B.C.S., M.A., Sc. D. 


Chairman, Board of .Directors, International Accountants Society, Inc.; Dean Emeritus, 
College of Engineering, Cornell University; Former President, American Society of Mechani- 
cal Engineers; author of ‘‘Cost Finding,” “‘Industrial Economics,’’ and other textbooks. 


DEXTER S. KIMBALL 
M.E., LL.D., D.Sc. 


Vice-Chairman, Board of Directors, International Accountants Society, Inc.; Former 
Chairman,- Board of Directors, The Ronald Press Company; Former Director, Department 
of Management, New York University; author of ‘‘Office Management”’ and other textbooks. 


LEE GALLOWAY 
B.Sc., Ph.D. 


Practicing Certified Public Accountant; Member of Faculty, International Accountants 
Society, Inc.; Former President, Illinois Chamber of Commerce; Former President, America. 
Society of Certified Public Accountants; Former President, Executives Club of Chicago. 


GEORGE P. ELLIS 
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Educational Director, International Accountants Society, Inc.; author of ‘Accounting Con- 
” 6 . . . ‘ . . . 

cepts of Profit,” “‘Analyzing Financial Statements,” “Principles of Accounting,” ‘What 

the Figures Mean,’ and numerous technical articles on accounting and allied subjects. 


FACULTY 


Stephen Gilman, C.P.A. Frank H. Murray, C.P.A. 
John A. Hinderlong, C.P.A.  T. N. Perry, C.P.A. 
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Additional information about this training will be sent to you in booklet form, on request. 


INTERNATIONAL ACCOUNTANTS SOCIETY, rye. 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD 
CHICAGQ 6, ILLINOIS 
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Introducing This Month’s Authors 








J. H. Landman (“Tax Incentives for 
Foreign Trade,” page 552) is a practising 
tax lawyer, accountant and economist, who 
is currently serving as tax specialist for 
the Division of 
Business Prac- 
tices of the Na- 
tional Industrial 
Conference 
Board, of New 
York. Holder of 
five degrees, Dr. 
Landman is a 
member of the 
Excess Profits 
Tax Committee 
of the American 
Bar Association 
and tax lecturer for the Practising Law 
Institute of the A. B. A. He has likewise 
found time to prepare for publication, in a 
wide range of business, accounting, tax and 
legal publications, many definititive tax 
articles, in addition to being author of 
the monthly tax news co'umn, entitled 
“Tax Briefs” which appears in the “Busi- 
ness Record” of the National Industrial 
Conference Board. 


Lerinaton 





J. H. LANDMAN 


A. T. Waidelich (“Modern Plants and 
Production Savings,’ page 554), assistant 
director of research of The Austin Com- 
pany, engineers and builders, is a native 
of Philadelphia, 
where he was 
graduated from 
Drexel Institute 
of Technology 
(B.S.—Civil En- 
gineering). Fol- 
lowing graduate 
study at Massa- 
chusetts Insti- 
tute of Technol- 
ogy, where he 
was also an in- 
structor in struc- 
tural engineering, he spent several years 
in study and teaching abroad, and served 
as assistant professor of civil engineering 
at Robert College, Istanbul, Tutkey. Mr. 
Waidelich joined The Austin Company, 
after his return to the United States, in 
1936, and was associated with its New 
York and Cleveland district offices as 
structural designer and estimator prior to 
his appointment as assistant director of 
research on the Austin headquarter’s staff. 
In this capacity since 1941, he has been 
in active charge of location surveys and 
engineering reports made by The Austin 
Company for a number of large industrial 
concerns, as well as important engineering 


A. T. WAIDELICH 





research projects. Mr. Waidelich is a 
member of the American Society of Civil 
Engineers, the American Concrete Insti- 
tute, the National Society of Professional 
Engineers, the American Welding So- 
ciety, and practices as a professional en- 
gineer in seven stztes. 


Editor and journalist, teacher and col- 
lege executive, economist and marketing 
expert, the Reverend Father Bernard W. 
Dempsey (‘Market Research as an In- 
strument of 
Control,” page 
558) is a native 
of Milwaukee, 
Wisconsin, 
whose activity 
has covered such 
widely separated 
points as Den- 
ver, Colorado, 
and Cambridge, 
Massachusetts. 
Following study 
at the School of 
Journalism at Marquette University, dur- 
ing which he was a part-time employee for 
two years of the ‘Milwaukee Sentinel,” 
he entered St. Louis University for the 
study of classics. Thereafter he taught 
Latin and English at Regis High School 
in Denver, and later was affiliated with 
St. Louis University, from which he re- 
ceived his A.B. degree in 1928 and where 
he served as editor of ‘The Modern 
Schoolman” and the “Journal of Phi- 
losophy.” There followed a few years of 
teaching history, government, and eco- 
nomics in mid-western educational insti- 
tutions before he returned to St. Louis 
University for the study of theology, serv- 
ing during that period as assistant in eco- 
nomics at the University. 

He was a University Fellow in eco- 
nomics for one year, beginning in 1937, 
at Harvard University, from which he re- 
ceived, in 1940, the degree of Ph.D. 
Thereupon, he returned as an instructor 
to St. Louis University, rising rapidly in 
the Economics Department, of which he 
became director in 1943, at the same time 
becoming regent of the School of Com- 
merce and Finance. 

A frequent contributor to such publica- 
tions as the “Harvard Business Review,” 
“The American Economic Review,” 
“Commercial and Financial Chronicle,” 
he is a member of professional bodies, 
such as the American Economic Associa- 
tion, Economic History Association, Econ- 
ometric Society, American Statistical As- 
sociation, Royal Economic Society, Catho- 
lic Economic Association, of which he 


Murillo 


B. W. DEMPSEY 





was president in 1945, and the American 
Marketing Association, whose St. Louis 
Chapter he headed during the past year. 


E. J. Gessner (“Overhead Distribution 
and Presentation of Cost Statements,” 
page 562) is already known to readers of 
THE CONTROLLER, having been repre- 
sented in April, 
1945, with 
“Techniques in 
Modern Man- 
agerial Control.” 
He has been a 
member of the 
Controllers In- 
stitute of Amer- 
ica since August, 
1944, being 
elected while 
connected with 
Sperry Gyro- 
scope Company, Inc., of Brooklyn, New 
York, as comptroller of the Marine Divi- 
sion. Later he became assistant to the 
tressurer. He was subsequently appointed 
to his present post as controller of Firth 
Sterling Steel Company, of McKeesport, 
Pennsylvania. Prior to his affiliation with 
Sperry, Mr. Gessner had been assistant to 
the audit supervisor of the United States 
Steel Corporation (New Jersey), New 
York. 





E. J. GESSNER 


Wilson K. Minor (‘Functions of the 
Corporate Controller,” page 565) is man- 
ager of organization and methcds for the 
comptroller, Standard Oil Company of 
California. A 
native son of 
California he 
completed his 
education at the 
University of 
California. His 
business career 
started in the oil 
fields with Pa- 
cific Gasoline 
Company in 
1924 and upon 
that company’s 
acquisition by Standard of California he 
joined the ranks of the latter company 
and has remained with it ever since. Suc 
cessively, clerk, head clerk, chief clerk, 
accountant, departmental auditor, he has 
gained wide experience in the accounting 
and clerical field. 

In more recent years he has been en- 
gaged in organizational and methods ac- 
tivities for the comptroller directing 4 
staff in this work. His paper ‘‘Functioas 
of the Controller’ was delivered before 
the Northern California Management 
Conference held in San Francisco this 
year. He became a member of the Con- 
trollers Institute of America in 1938, 
holding certificate No. 1317. 

—PauL HAAsE 





W. K. MINOR 
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States a 4 f © Stat New law? Old law? Speed? Accuracy? Convenience? Com- 
- iaiigeo| TE pleteness? Whatever the need, whatever the question—f it involves 
federal taxes for revenue, the accepted reporter of the federal 
tax specialist, the first choice of the nian “who must have everything” 
is STANDARD FEDERAL TAX REPORTS. 


Whether they represent the tax payer or tax collector, on which- 
ever side of the tax fence they stand — Tax Men all endorse 
“Standard Reports” in use, collect real dividends from its breadth 
of coverage, official and explanatory, its dependability, and its 
down-to-earth practical values. 


For the “Standard Reports” subscription plan brings subscribers 
up to date immediately and keeps them up to date continuously. 
Its swift,.detailed, informative weekly issues blanket the field of 
federal taxation most important to business and its tax counsel ~ 
reporting week by week the latest development in pertinent law 
or regulation, interpretation of ruling or court decision — the 
newest return, report, or form—all enriched and illuminated by 
editorial sidelights and plain English explanations. 

Accordingly, STANDARD FEDERAL TAX REPORTS subscribers 
always have the facts, always know just what to do — and why 
and how to do it! 


Write for Complete Details 


COMMERCE) CLEARING: HOUSE; ING, 
PUBLISHERS OF TOPICAL LAW REPORTS 


CH New Yo WASHINGTON 4 
214 N. MICHIGAN Ave. Empire STATE BLOG, MUNSEY BLOG. 


CCH TOPICAL LAW REPORTS 
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Editorial Comment 


Solid and Progressive 

HERE was aura of solidity and at the same time of 

progressiveness about the fifteenth annual meeting 
of the Controllers Institute of America in mid-Septem- 
ber which was most gratifying. Attendance was large, 
the program was “meaty,” and the hundreds of con- 
trollers present displayed their usual interest in the for- 
ward-looking papers, addresses, and discussions which 
were heard during the four days the meetings were in 
session. 

The affair is being characterized by members of The 
Institute and by the many visitors as one of the most 
productive and successful annual assemblages in the 
history of the organization, if not, in fact, the best of 
them all. It would be difficult to give a conclusive opin- 
ion on that point, but after all it is important only that 
this meeting, the first postwar assemblage on a national 
scale of men who are charged with the responsibility of 
conserving this nation’s business assets and planning 
their most constructive use, was productive of helpful 
material and that it was absorbed first-hand so eagerly 
by so many men in this field. 

Great credit is due the committee in charge, headed 
by Mr. William Widmayer, controller of the Guaranty 
Trust Company of New York, for the excellent pro- 
gram which was offered and for the smooth and or- 
derly way in which it was presented. But that is typical 
of controllers. Mr. Widmayer will share this credit 
with the scores of members who served on committees 
and with the many men who took part in the program. 

Mr. Daniel J. Hennessy, a former president of The 
Institute and now president of the Controllership 
Foundation, expressed well the feelings of members of 
The Institute concerning the affair, in a letter to Mr. 
Widmayer which reads: 

“Please accept my congratulations on the success of 
the Institute’s Fifteenth Anniversary Annual Meeting 
just closed. 

“It is my well considered opinion that the compre- 
hensiveness, efficiency and dignity with which the 
whole affair was conducted are a great credit to you as 
Chairman, to your associates, and to The Institute. The 
whole affair may be classed as excellent evidence of the 
health, progress and solidarity of our organization. 


546 


The Institute is to be congratulated in having available 
such men for conducting so large an affair. 
“Sincerest personal congratulations.” 


Ethics of Public Accounting 


OHN L. CAREY, secretary of the American Insti- 

tute of Accountants and editor of its publication, 
THE JOURNAL OF ACCOUNTANCY, has made a useful 
and valuable contribution to the literature of account- 
ing in his book, “Professional Ethics and Public Ac- 
counting,” to which brief reference was made in the 
September issue of THE CONTROLLER. Controllers will 
find in this book much that will be of interest to them. 
It deserves careful reading. 

The rules of professional conduct which guide pub- 
lic accountants and auditors in their work are analyzed 
and discussed in detail. In the years since the Control- 
lers Institute of America was formed, controllers have 
devoted much thought to the relations between the 
business concerns which they serve and certified public 
accountants, with the result that the areas of responsi- 
bility of the controller on the one hand, and of the 
certified public accountant on the other, have been de- 
fined and are now well understood by both groups, so 
that overlapping and duplication of work have been 
largely eliminated. 

Discussing false or misleading statements, Mr. Carey 
points out that “expressing an opinion” is the equiva- 
lent of “certifying” in the rule which prevailed for sev- 
eral years previous to 1941; when the American Insti- 
tute of Accountants amplified its rule providing 
penalties for false and misleading statements by its 
members. The common phrase “‘certify financial state- 
ments” has for many years, Mr. Carey points out, been 
avoided by accountants “who believe it carries implica- 
tions of precision inappropriate in an area where judg- 
ment inevitably plays so large a part as in accounting.” 
The auditor does not “guarantee the accuracy” of fi- 
nancial statements, as the word “certify” might imply, 
Mr. Carey adds. “Based upon the information he is 
able to obtain within the scope of his examination, he 
expresses a professional opinion on the fairness of the 
representations made.” 

This emphasizes that the statements and the items in 
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them “are the representations of the client, not of the 
auditor,’ Mr. Carey points out, and adds: “‘It is well 
established that balance sheets and income statements 
are the company’s own representation of its financial 
position and the results of its operations. They are pre- 
pared from accounts kept by the company. The com- 
pany must assume primary responsibility for the ac- 
counts and the statements. The auditor examines them, 
tests their validity by reference to books of original 
entry and other supporting evidence in the light of his 
review of the system of internal check and accounting 
control, and expresses his independent, informed opin- 
jon as to whether or not the statements fairly show 
what they purport to show.” 

This clear statement as to the areas of responsibility 
of the controller and of the certified public accountant 
spells out the advances that have been made in com- 
paratively recent years in the understanding with re- 
spect to these matters on the part not only of control- 
lers and of certified public accountants, but of other 
groups as well, such as governmental regulatory bod- 
ies, banks, credit grantors, stockholders and others. 

If in referring to the balance sheets and income state- 
ments as being the company’s own representation of its 
financial position and the results of its operations, Mr. 
Carey had said “they are prepared by the company 
from accounts kept by the company,” his point would 
have been more firmly buttressed, but controllers will 
not quarrel with the analysis of the existing practice as 
he has phrased it. 

It was the good fortune of this writer to have been 
associated with Mr. Carey when this commentator and 
Mr. Carey were both assistant secretaries of the Ameri- 
can Institute of Accountants many years ago. We enter- 
tain the highest respect for Mr. Carey’s attainments. He 
has been in a high and responsible official position with 
that organization through years when many important 
changes and advances were taking place, and has writ- 
ten an excellent record of accomplishment. It gives us 
pleasure to comment on this latest evidence of his 
ability to think straight and to express himself clearly. 

Mr. Carey has dedicated his book to Mr. A. P. Rich- 
atdson, for many years secretary of the American Insti- 
tute of Accountants and editor of THE JOURNAL OF 
ACCOUNTANCY. The book was published by the Ameti- 
can Institute of Accountants, but it is not an official 
publication of that organization, although in our opin- 
ion it might well be. Its three principal sections deal 
with (1) the interest of the public; (2) of the client; 
and (3) of the profession. It definitely falls in the class 
of worth while reading, so far as controllers are con- 
cened, and certified public accountants surely must ab- 
sorb it, especially new comers to their ranks and those 
who are preparing themselves for work in that field. 


Ceiling on Briefs 


A REVISION of the rules of practice of the Securi- 
ties and Exchange Commission was announced 
‘atly in September. The revision, according to an an- 
houncement made by the Commission, is designed to 
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accord with the legal requirements and the spirit of the 
Federal Administrative Procedure Act which became 
law on June 11, 1946. 

Eighteen pages of single-spaced typewritten material 
are required to set forth the new rules. Space limita- 
tions prohibit an analysis of the changes effected, but 
it is apparent that the legal profession, and in a way 
company officials, should become acquainted with 
them. 

It is interesting to note that the revised rules provide 
that no “brief” shall exceed 60 pages in length, except 
with the permission of the Commission! 


Greeley Named to Excess Profits Tax Council 


AROLD DUDLEY GREELEY, attorney, of New 

York City, has been named a member of the Ex- 
cess Profits Tax Council, according to an announcement 
made September 26 by Charles D. Hamel, chairman of 
the Council. This will be interesting news to control- 
lers. Mr. Greeley has been engaged by The Controllers 
Institute of America to handle various legal matters in 
past years, and more recently has handled similar en- 
gagements for the Controllership Foundation, Inc. He 
formerly was professor of taxation at New York Law 
School. 


Evaluating Management's Usefulness 


a prow the compensation paid to corporation execu- 
tives, and management’s contribution generally to 
the success of an enterprise, should be more clearly and 
fully disclosed in annual reports, or by other means, is 
the conclusion reached by “The Journal of Capital,” 
in an editorial study recently completed. 

It is pointed out that the value of management is 
usually known only to those in close contact with it. 
Others do not realize the problems and accomplish- 
ments of key executives. Managements’ salaries may be 
in line for explanation to stockholders, as well as to 
employees and consumers, according to this publica- 
tion. The article points out that management’s com- 
pensation is usually misinterpreted or misjudged by 
careless readers because it is not related to other cor- 
porate payments, to sales, to general payroll, or to 
other measures of performance. Few annual reports 
give a breakdown of wages and salaries in the operat- 
ing statement. 

This may all be true, but it is a fact, as the study men- 
tioned states, that the real value of good management 
is well known to those who are directly responsible for 
the successful conduct of a given business enterprise. 
Can the superficial reader of corporate reports be made 
to understand how valuable the contribution is which 
management makes? The task is to let those who are 
not close to management know the real value of good 
management. It will require a long course of education 
of stockholders and employes, as well as amplification 
and improvement of corporate reports. 

—A.R. T. 





The United States is on the eve of a 
great revival in foreign trade. Monthly 
exports for 1946 thus far have more 
than tripled those of 1939, the last pre- 
war year. Current exports have been ap- 
proximating $800 million monthly. Im- 
ports per month for 1946 thus far have 
more than doubled those of 1939. Cur- 
rent imports have been averaging $400 
million monthly. 

An estimated $9.5 billion export vol- 
ume for 1946 should materialize out of 
the gold and dollar balances amassed by 
many foreign countries during the war, 
the increased loans by the Export-Import 
Bank, the exodus of private capital to 
replace or expand foreign facilities, and 
the dollor exchange available to foreign- 
ers resulting from United States imports 
of goods and services. No small part in 
anticipating a boom period in our foreign 
trade in the near future are the demands 
of a war-ravaged world for our goods, 
our singular facilities for supplying them, 
and the absence of our former keen but 
now paralyzed trade competitors—Ger- 
many and Japan. 

The United States government is fos- 
tering world trade by means of a de- 
signed political and economic foreign 
policy, by reciprocal tariff agreements, and 
not least, by an encouraging tax program. 
It is these tax incentives that tax coun- 
selors ought to be apprised of, for the 
economic welfare of their clients. 


DOMESTIC AND FOREIGN SUBSIDIARIES 


The historical method of engaging in 
foreign trade is through the media of do- 
mestic and foreign subsidiaries. Such cor- 
porations are subject to normal tax and 
suttax only on the allocated portion of 
their profits which arise from sources in 
the United States, in addition to the tex 
impacts of foreign countries. Obviously, 
tax savings are effected on the foreign 
profits to the extent that the foreign rates 
are lower than our own. But the dividends 
paid by a foreign subsidiary to a domestic 
parent corporation are subject to full 
normal tax and surtax, while the divi- 
dends of a domestic subsidiary in similar 
circumstances are subject to an 85 per 
cent. credit. It should also be noted that 
parent corporations possessing at least 
80 per cent. of all voting and other stocks 
may, when economic need arises, liqui- 
date their domestic and foreign subsid- 
iaries tax-free. Foreign subsidiaries are 
not includable in an affiliated group of 
corporations for the filing of consolidated 
tax returns. While unreasonable accumu- 





Tax Incentives for Foreign Trade 


By J. H. Landman 


lations of profits of a domestic subsidiary 
are subject to the penIty Section 102 tax, 
that of foreign subsidiaries would not be, 
but the latter's surplus accounts might ad- 
versely reflect on that of its domestic par- 
ent. 

Foreign corporations engaged in trade 
or business in the United States are sub- 
ject to a 24 per cent. normal tax, in addi- 
tion to the surtax, on income allocable to 
the United States. A foreign corporation, 
such as a holding company not deemed to 
be engaged in trade or business, is sub- 
ject to a tax of 30 per cent. on its income, 
such as interest, dividends and rents, 
from sources within the United States. 
This latter rate may be reduced to one 
provided by treaty, but not to less than 5 
per cent., in the case of foreign corpora- 
tions organized in the western hemisphere. 

A domestic parent corporation enjoys 
a credit against its tax for foreign income 
taxes, paid by its foreign subsidiary with- 
in limitations and restrictions. If the par- 
ent receives dividends, it shall be con- 
sidered to have paid a portion of these 
foreign taxes measured by the amount 
such dividends bear to the amount of the 
subsidiary’s profits after taxes. 

This credit for foreign taxes represents 
a relief from double taxation in which 
both the foreign and our own govern- 
ments tax the same income. This inequity 
has already been rectified in part by for- 
mulae for the allocation of income in 
commercial treaties with France, Sweden, 
Canada, and Great Britain. 


INDIVIDUALS ABROAD 


There is also a significant feature in 
our tax structure which is intended spe- 
cifically to help individuals who live 
abroad in the service of American com- 
panies. This tax provision is an exemp- 
tion of the individual’s earned income, 
provided he is a bona fide resident of a 
foreign country throughout the year. The 
Treasury has been insisting of late that 





such an individual evidence an intention 
to remain indefinitely abroad and not 
merely for one or two years in order to 
benefit from the exemption from ou 
taxes. 


POSSESSIONS 


The possessions of the United States 
hold a particular attraction for our for. 
eign trade because of the special political 
and tariff protection, in addition to tax 
advantages that they afford. The posses. 
sions of the United States for tax pur. 
poses include the Canal Zone, Guam, 
American Samoa, Wake and Midway 
Islands. Puerto Rico has its own system 
of tax-tion. It was declared foreign coun- 
try, taxwise, in 1945. The Virgin Islands 
have keen excluded from the category of 
possessions by tax statute, and are treated 
as a foreign country. Hawaii and Alaska 
are territories and not possessions. 

A citizen of a possession, like a non- 
resident alien, is taxed by the federal gov- 
ernment only on his income from trade or 
business in the United States. Similarly, 
citizens of the United States operating in 
the possessions are subject to normal tax 
and surtax only on their gross incomes 
arising from sources in the United States, 
provided that at least 80 per cent. of their 
gross incomes for the three-year period 
immediately preceding the close of theit 
taxable years, or shorter periods if their 
business experiences are less than three 
years, were derived from sources within 4 
possession ; and that at least 50 per cent. 
of this gross income was derived from 
the active conduct of a trade or business. 
Traders in the possessions are denied 
many of the usual tax deductions, credits 
for foreign and possession taxes, inclusion 
in consolidated tax returns, and the 85 
per cent. dividends-received credit; and 
is subject to the potential penalty Section 
102 tax. Its domestic parent corporation 
is entitled to a credit for foreign taxes 
paid by its subsidiary in a possession 1 














































TAX POINTS WORTH NOTING 


In this inclusive article, Dr. Landman, tax specialist for the National Indus- 
trial Conference Board, brings forth many pertinent, profit-producing poss 
bilities—and a number of problems—in connection with foreign operations by 
American corporations. As we are entering a period of expanding foreign 
trade, the author’s observations deserve careful reading. They are based on 
more complete study, under this same title, published in the April, 1946, issue © 
the Business Record of the National Industrial Conference Board. 

—THE eo 
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respect to earnings distributed to the par- 
ent, though it is not entitled to the 85 per 
cent. dividends-received credit. 


CHINA TRADE ACT CORPORATIONS 


In 1922, after the First World War, 
Congress enacted the China Trade Act to 
encourage business between the United 
States and China, particularly so” that 
American business might fare better in its 
competition with the subsidized British, 
French and German firms. Now after the 
Second World War, the Chinese market 
is once again particularly inviting to 
United States capital. With the invest- 
ments in shipping lines, railways, fac- 
tories and mines of the Japanese elimi- 
nated and of the British impoverished by 
the war, the commercial potentialities of 
the United States in China are very prom- 
ising. It has currently launched on a three- 
yeat program of reconstruction and eco- 
nomic expansion involving the purchase 
of $2 billion of United States machinery, 
equipment and other supplies. A China 
Trade Act Corporation, among other te- 
quirements, must be organized in the Dis- 
trict of Columbia; and a majority of its 
directors and its president and treasurer 
must be China-residing American citizens. 
Its primary tax advantage is that it is al- 
lowed as a credit against net income an 
amount equal to the net income derived 
from sources within China measured by 
the par value of the stock of the corpora- 
tion owned by the citizens and residents 
of China and the United States as com- 
pated with the total value of all its out- 
standing corporate stock. This credit is 
allowed provided a special dividend is 
distributed and certified to by the Com- 
missioner of Internal Revenue which is 
sufficient in amount to cover usually what 
the normal tax and surtax would be on 
the income of the corporation. Dividends 
received by residents of China from such 
4 corporation are specifically exempted 
from taxable income. On the other hand, 
its dividends are treated as income from 
non-trade sources within the United 
States, and are therefore subject to a 30 
pet cent. rate when paid to nonresident 
aliens in the United States, which rate 
may be reduced to not less than 5 per 
cent. by treaty in the case of aliens living 
abroad in the western hemisphere. These 
corporations are denied the right to be 
included in a consolidated tax return, the 
credit for foreign taxes, and the 85 per 
cent. dividends-received credit. However, 
the parent corporation is entitled to a 
credit for the same proportion of the taxes 
paid by these corporations in China which 
is deemed to adhere to the dividends 
which are earned by the parent. 


WESTERN HEMISPHERE TRADE 
CORPORATIONS 


Latin American gold and foreign ex- 
change soared to nearly $4.5 billion in 
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1945. Among other factors, this wealth 
has contributed to make the continent to 
the south of us an attractive market. But 
Great Britain is our primary competitor 
there, particularly in Argentina; and 
Sweden, Switzerland, Canada, Belgium 
and France are our secondary rivals. 

The Internal Revenue Code offers a 
special tax inducement to Western Hem- 
isphere Trade Corporations in the form 
of exemption from surtax to those do- 
mestic corporations at least 95 per cent. 
of whose gross income throughout its 
existence, or during the three years imme- 
diately prior to the close of the taxable 
year of an older corporation, was derived 
from sources in the western hemisphere 
outside the limits of the United States, 
and at least 90 per cent. of whose gross 
income of such period was derived from 
the active conduct of a trade or business. 





New Tax Study Underway 


| As this issue of “The Control- 
| ler” was being developed, it was 

learned that a study is being un- 
| dertaken by the Treasury Depart- 
| ment with the purpose of finding 
| means of increasing the tax bene- 
fits to corporations engaged in 
foreign trade. It is believed that 
legislation on this study will be 
introduced in the 1947 Congres- 
sional Session. 











They enjoy the foreign income-tax and 
the 85 per cent. dividends-received cred- 
its, and are includible in consolidated in- 
come-tax returns, but are subject to the 
potential penalty section 102 tax. Their 
domestic parent corporations are entitled 
to the 85 per cent. dividends-received 
credit. 


MEANING OF GROSS INCOME ABROAD 


There are two enigmas inherent in the 
problem of tax inducements in foreign 
trade. One is the meaning of “gross in- 
come from sources other than sources 
within the United States,’ and the other 
is “active conduct of trade or business,” 
both of which appear in these special tax 
provisions. 

The former is an evasive term, and is 
neither defined by the courts nor by the 
Commissioner of Internal Revenue with 
clarity and definiteness. The problem is 
aggravated by court opinions that are fre- 
quently in conflict with the Commis- 
sionet’s regulations. This vexing problem 
further confuses the older one involving 
the allocation of income between foreign 
countries and the United States. 

Taxwise, the source of income from 
real estate is governed by the location of 
the property. But what is the source of in- 
come from personal property ? Is it where 
it was produced, purchased, and/or sold ? 
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The Commissioner has vacillated on this 
intricate question as to what factors give 
rise to income from personal property. 
Chronologically, the places of the passage 
of title, of the executed contract of sale, 
of the negotiation of the contract, and of 
the marketing of the product have been 
his determining factors in establishing the 
sources of income. In contrast with the 
Commissioner's undecided views on this 
moot question, the courts have taken a 
consistent legal position that the place of 
the passage of title to personal property 
decides the situs of the source of income, 
and that ownership to the property passes 
where the parties to the transaction want 
it to pass. 


ACTIVE CONDUCT OF BUSINESS 


The other plaguing tax phrase of the 
taxpayer in foreign trade is “‘active con- 
duct of a trade or business.” Here, too, no 
final and decisive interpretation has been 
given these words. In the light of such 
comparable phrases, as “engaging in trade 
or business” in connection with income 
tax and “carrying on or doing business” 
in connection with the capital stock tax, 
it might be concluded that business activi- 
ties beyond the mere receipt of income 
from property and the payment of organi- 
zation and administrative expenses in con- 
nection therewith constitutes “‘active con- 
duct of a trade or business.” More 
specifically, this phrase does not include 
the mere sale of stocks, securities and 
commodities through a broker, but does 
include the performance of personal serv- 
Ices. 

PRESENT LEGAL STATUS OF 
FOREIGN INCOME 


In the confused state of the law as to 
the meaning of the phrases “‘gross income 
from sources other than from sources 
within the United States” and “‘active con- 
duct of trade or business,” greatest cer- 
tainty exists as to income from foreign 
real property and personal service con- 
tracts. Location governs their respective 
sources of income. 

As for the sale or purchase of personal 
property in an export or import undertak- 
ing, a sale or purchase f.o.b. some foreign 
port, with supporting governmental and 
financial documents, is indispensable, in 
the absence of an expressed contrary in- 
tent, to satisfy the judicial interpretation 
of these two evasive terms. To conform 
with the Commissioner's rulings, in addi- 
tion, it would be well-advised to conduct 
as much economic activity of the transac- 
tion abroad as is feasible, including some 
of the following among others: sales cam- 
paigns, promotion programs, agency rep- 
resentation, payment of foreign taxes, 
maintenance of sales or purchase ledgers, 
and the payment of contract sums. Al.- 
though the payment of the purchase or 


(Please turn to page 596) 








The subject “Modern Plants and Pro- 
duction Savings,” is one subject, not two. 
In discussing it, I will first review the ele- 
ments of cost involved in every industrial 
construction project, then look at one part 
of this picture: the logical approach to the 
design of a modern plant—from an over- 
all cost viewpoint; finally I will describe 
what we consider the ultimate in modern 
plants. 

For most companies, a new plant or a 
major modernization program is one of 
their largest capital expenditures and one 
that occurs only at infrequent intervals. 
The necessary decisions may affect their 
operating costs, their competitive position 
and their profits for a great many years to 
come. Therefore, the step is an exceed- 
ingly important one and one that certainly 
deserves careful analysis. 

Basically, this analysis must balance the 
correctly amortized first cost against the 
total operating cost. Unless both the 
amortized first cost and the total operating 
cost are considered, the resultant decision 
may be seriously in error. 

Obviously this analysis is a broad prob- 
lem—involving anticipated sales, raw ma- 
terials, markets, distribution, taxes, labor 
and many other questions which manage- 
ment must answer itself or with the aid 
of consultants in those fields. But it also 
includes many important problems of an 
engineering nature—and it is these which 
are often overlooked or given superficial 
attention. 

What are these engineering problems ? 
Six stand out as most generally applicable: 


1. The geographical location of the plant; 

2. The chotce of the plot of ground; 

3. Should it be a special purpose plant or 
a general purpose plant? 

. What useful life will the plant have? 

. What expansion shall be anticipated? 

. The design of the plant. 
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I shall discuss each of these factors 
briefly, but in passing note that, all too 
often, the engineer or industrial architect 
is not called in until the last problem has 
been reached and then, only after the 
most offhand consideration of the first five 
problems. 

A great many firms do make a careful 
study of all these factors, as is borne out 
by the many engineering reports we make 
every year on these very problems. But 
there are certainly too many firms who do 
not engage engineering counsel at the in- 
ception of a project, when such profes- 
sional counsel has a clearly demonstra- 
ble value in cold dollars and cents. 

For example, let us consider the first 
factor mentioned; the geographical loca- 


Modern Plants and Production Savings 


By A. T. Waidelich 


tion of the plant. In most cases the ap- 
proximate location of a new plant is dic- 
tated by considerations of raw materials 
and markets—but its exact location is not 
so simple. One of our recent Plant Loca- 
tion Surveys covered an eastern area of 
about 200,000 square miles—or about 
four times the area of New York State. 
Our study revealed that within this area 
the variation in the operating cost was 
about $400,000 a year. 

In another case, after a client had ten- 
tatively selected a locality, we were asked 
to make an independent Location Survey. 
We found a spot where the operating 
costs were over $150,000 a year lower 
than in the locality which had been ten- 
tatively selected. The question of proper 
location is frequently overlooked entirely 
in the expansion of existing plants. ‘Two 
wrongs do not make a right” and no large 
capital expenditure should be made with- 
out a review of the question of location. 

Recently a company with a large plant 
carried on its book at $4,000,000, asked 
us to study its expansion program and ad- 
vise them whether to move or to expand 
where they were. Our report showed con- 
clusively that they could not afford to ex- 
pand at their present location—that in 
total costs (balancing first costs and op- 
erating costs) it would be more economi- 
cal to leave their present site and build a 
completely new plant on a site about ten 
miles away. The client agreed completely 
and we are at work on this new site. 


CHOICE OF PLOT 


After selection of the best locality, the 
next factor affecting costs is the choice of 
the plot of ground. This factor alone can 
burden the first cost of a plant with an ad- 
ditional dollar per square foot—often 
more—with no attendant economies in 
operation. Sometimes it even adds con- 
siderably to the annual operating cost. 
Yet, in many cases the land is purchased 
and then the engineer called in to design 
the plant! 

Let me give three examples of what 
may happen—all of these occurred within 
the last year: 


In the first case the land was purchased 
on the advice of an individual on whom 
the owner relied. The soil looked good— 
on top—but we found it poor below and 
it was necessary to sink caissons instead of 
using simple spread footings as originally 
contemplated. The additional foundation 
cost was several times the cost of land, 
Close by were other sites—equally suit. 
able in every respect—with good founda- 
tion conditions and available at the same 
price. 

In the second case, a site was optioned 
on which a multistoried plant was to be 
built. A soil investigation revealed that 
long piles would be necessary, and would 
add nearly a million dollars to the cost of 
the plant. Needless to say, the option was 
allowed to lapse and we found another 
site for them. 

In the third case, the management made 
its bargain without consulting us or their 
own engineers and later were shocked to 
find that they would need a water treat- 
ment plant costing $100,000. 

Many men overlook the fact that a 
large share of the first cost may arise in 
connection with the site—as represented 
by general grading and foundations, rail- 
road tracks, water supply, sewage and 
other waste disposal, power availability 
and topography. Some of these items af- 
fect operating as well as first costs and all 
of them must be included in the over-all 
cost balance. 

The next two problems I will touch on 
together since they often ate related: the 
type of plant and its prospective useful 
life. 


TYPE OF PLANT 


General purpose plants are used for 
many light manufacturing operations and 
are suitable for many types of industry. 
They have the advantage of being readily 
adaptable to many kinds of occupancy 
and of having a better resale value. Spe- 
cial purpose plants may not be suitable 
for nearly as many other types of occu- 
pancy, but because of their special design 
offer important operating economies to 
the specific industries for which they are 





mary. 





IS SOMETHING NEW BEING ADDED? 


The production savings which can result from efficient plant additions, well 
integrated into existing structures, or from complete new plants, are of interest 
to controllers and financial officers. This review was presented by the author be- 
| fore a recent meeting of the Rochester Control and provides an interesting sum- 


—THE EDITOR 
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designed. In balancing out which type to 
build, an important consideration is the 
robable duration of its original use. 

The fifth problem concerns possible fu- 
ture expansion. If considerable expansion 
is to be expected, it may be desirable to 
purchase, or at least option, more property 
than is needed initially; to lay out rail- 
roads, driveways and parking areas for 
future extensions ; to build a larger boiler- 
house, with space reserved for future 
equipment ; to provide oversize water, gas 
and sewer mains and oversize foundations 
and columns that would be affected by the 
expansion. All of these will add to the 
first cost and possibly, though to a much 
less extent, to operating costs. 

If management will set up the most 
probable expansion possibilities, engineers 
can furnish the necessary cost estimates. 
Then by balancing additional costs against 
probabilities of expansion, management 
can make its decision. 


DESIGN OF PLANT 


Now we come to the sixth engineering 
problem—the design of the plant: the 
type of layout and cross section, the 
choice of materials and the determination 
of its mechanical and electrical services. 
Before outlining the logical approach to 
this design problem, I would like to com- 
ment, a moment, on the first cost of build- 
ings. 

Economy in the first cost can be secured 
at two points: in the design and in the 
construction. Every management appre- 
ciates that the selection of a reputable, 
capable builder will make a considerable 
difference in the cost—they will have the 
experienced organization to set-up and 
carty out an efficient, fast schedule—they 
will have available the necessary equip- 
ment—they will have the established con- 
tacts that are so important in purchasing 
materials advantageously—and they will 
have the financial strength to discount all 
bills. 

But the other place to secure economy 
—the design—is often completely ig- 
nored, although it is of equal, or often 
gteater, importance. If the plans and spec- 
ifications set up an uneconomical design, 
the selection of the best builder in the 
world will not give full economy. 

When structural steel and reinforced 
concrete enabled industry to move out of 
the old brick and timber mill building, a 
new approach to plant design was born. 
No longer were operational layouts deter- 
mined by the building, but the building 
was designed for the operation. 

Present day plant layout follows a series 
of simple, logical steps. 

First the production layout is made— 
departments and equipment are located 
where they should be for maximum pro- 
duction efficiency—compact, straight-line 
flow is sought for—all without any regard 
to what the building dimensions may be. 
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The question of whether the plant 
should be single-story or multi-storied 
must then be faced. The choice may seem 
obvious, but often detailed layouts and 
comparative cost estimates are required to 
decide whether the total over-all cost will 
be less with a single-story or multi-storied 
plant. 

Then whatever layout has been adopted 
is spotted on the selected site and the re- 
ceiving and shipping is planned to efh- 
ciently tie into the existing rail or high- 
way facilities. Employee movements are 
studied from the time they drive off the 
road, to parking areas, to the time control, 
to locker and wash rooms and throughout 
the day to toilet rooms, rest rooms and 
cafeterias. Office layouts are studied, and 
the movement of visitors considered. Cer- 
tain adjustments and compromises are 
necessary, alternates are compared, but 
finally the most efficient possible layout 
is agreed upon by management and their 
engineers. 

And then the buildings are simply 
wrapped around the layout. 

Next the columns are located, by select- 
ing aisle widths that will best accommo- 
date the equipment and machinery and 
facilitate material handling. Ten years 
ago, fifty and sixty foot aisles were con- 
sidered quite advanced design for the 
average manufacturing plant. Today sev- 
enty and eighty foot aisles are common- 
place. 

For example, one large plant we are 
now building is to be used for light 
manufacturing and yet its columns are 
spaced at forty foot intervals one way and 
at one hundred foot intervals in the other 
direction. Less steel would have been 
needed had the column spacing been 20 
ft. by 50 ft. instead of 40 ft. by 100 ft., 
but the longer spacing and reduction of 
columns permitted more efficient use of 
the floor space and gave greater flexibility 
for future layout changes. Therefore, the 
management decided that the additional 
first cost was justified by proportionally 
larger production savings. 


OVERHEAD CLEARANCE 


Along with the column spacing comes 
the question of overhead clearance. Based 
on the proposed occupany, this is not too 
difficult to fix, but the possible demands 
of new equipment or different usage 
should always be considered. 

Simultaneously with the determination 
of column spacings and clear heights, the 
design layouts are made for lighting, 
power wiring, heating and ventilating, 
plumbing and the other mechanical and 
electrical facilities. In the more complex 
plants these may greatly affect the build- 
ing structure, itself. 

By this time the plant design will have 
been roughed out, but before starting de- 
tailed drawings, another broad question 
should be reviewed: 
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Should the plant be the conventional 
type or should it be a Controlled-Condi- 
tions plant? We have defined a “Con- 
trolled-Conditions” plant as one “‘in 
which the principal conditions affecting 
efficient operation—such as light, tem- 
perature and humidity—are under full 
control and independent of the natural 
sources,” 

“Controlled-Conditions’” plants should 
be of particular interest to you as control- 
lers because they involve as much econom- 
ics as engineering. They serve to illustrate 
my main theme: that the best design for a 
plant must balance amortized first cost 
against total operating costs if it is to pro- 
duce maximum return. The “controlled- 
conditions” plant, in most cases, has a 
higher first cost than a comparable con- 
ventional plant—but, for many applica- 
tions, this higher first cost is outweighed 
by the benefits to production and by more 
efficient operation. 

Controlled-conditions plants, by the ap- 
plication of: uniform lighting; tempera- 
ture and humidity control; better control 
of air-borne dust, dirt and bacteria; and 
better control of noise, produce: 





(1) improved quality of production, and 
(2) increased production. 


From an operating viewpoint these two 
results mean lower unit costs and greater 
production for the same investment. Only 
an economic analysis will show whether 
this improvement in operating costs is 
worth the additional first cost. 

Basically improved quality means that 
for the same investment and pay roll, 
production is increased by the decrease in 
rejects. 

In evaluating this improvement, two 
groups of industry must be recognized. In 
one group are those manufacturers which 
freely admit that year-round production 
at the desired level of quality could not 
be obtained without Controlled-Condi- 
tions. For this group it is a necessity. For 
the other group, Controlled-Conditions is 
an economic question—they must balance 
the continuing value of increased output 
against certain added initial costs. 

In addition to the increased net produc- 
tion which results from fewer rejects, con- 
sider the increased gross production ob- 
tainable as a result of more uniform 
working conditions. This may result from 
a more comfortable employee—he “feels 
like working”; from reductions in acci- 
dents; from less absenteeism; and from 
less labor turnover and a better class of 
employee due to more attractive working 
conditions. 

While it took wartime production de- 
mands to awaken industry to a realization 
of the potentialities of controlled-condi- 
tions plants, we have no doubts about 
their future. At the present moment we 
have nine plants of this type on our draw- 


(Please turn to page 596) 








Reports 


Regarding the subject, “Reports to 
Top Management,” I am very glad that 
“Top” management was specified as it 
narrows the scope of subject consider- 
ably and I have no desire to get in- 
volved in the heated discussions that 
result from attempting to define the 
simple word “management,” as it ap- 
plies to industrial organizations. “Top” 
management is that small group who 
are responsible for establishing the 
policies and directing activities of the 
company. In large corporations this 
group is usually its officers and direc- 
tors; in smaller companies, where per- 
haps salaries speak louder than titles, 
top management may go below the off- 
cer level. 

With the exception of the president 
and possibly one or two other officers, 
usually the individual officers are charged 
with the direct responsibility for specific 
sections of the company’s operations and 
naturally they are more interested in de- 
tails of that particular section than in the 
other operations of the company. Never- 
theless, since they are a part of top man- 
agement, they must be kept familiar with 
the entire operations of the company, its 
policies and its future planning. 

It is generally agreed that the most ef- 
ficient type of management is the one that 
has a considerable degree of familiarity, 
by direct contact, with all the phases of 
the company’s operations. This is best 
exemplified by an individual store owner 
who, by looking at a list of his daily de- 
posits and the balance in the bank, and by 
surveying the condition of the stock 
shelves in the store, gets a fairly accurate 
picture of his business enterprise and 
what it is doing. This type of management 
requires few, if any, reports. In large or- 
ganizations such familiarity, by direct con- 
tact, with the company’s entire operations 
is practically impossible; therefore, top 
management must rely on reports based 
on the information supplied by the lower 
level of management who have this fa- 
miliarity and direct contact with opera- 
tions. 

The degree of familiarity with opera- 
tions enjoyed by top management will 
vaty greatly according to the type of op- 
eration involved. For example, our own 
company operates 250 retail stores scat- 
tered throughout 30 states. It would be a 
physical impossibility for top management 
to have the same degree of direct contact 
with these operations as is enjoyed, let us 
say, by the top management of a large de- 
partment store with about the same sales 
volume as all our stores combined. The 


to Top Management 


By Simon C. Kelly 


department store is a single unit in which 
its entire operations are carried out under 
one roof and usually top management is 
located under the same roof. Direct con- 
tact is much easier for top management of 
the department store than for our com- 


pany. 
WELL-TAILORED REPORTS 


In discussing the make-up, size and 
frequency of reports that are made to top 
management, there is bound to be a con- 
siderable difference in the requirements 
and the practice of different companies 
because of the size of the operation, the 
physical layout of its properties or other 
factors which present different problems 
and place emphasis on different factors as 
a basis of control. Reports must be 
tailored to suit the management con- 
cerned, although, of course, there are cer- 
tain general reports that will be common 
to any business—the balance sheet, the 
profit and loss statements, for example. 
Generally speaking, the larger and more 
complex an organization, the more need 
there is for adequate but concise reports 
to top management. There are four sim- 
ple rules to which all top management re- 
ports should conform. These points are 
not new or original with me, but I think 
they are worth repeating as they are essen- 
tial to good reporting: 


|. Reports should be clear and simple and 
deal only with essentials. 

2. Reports should, as far as possible, be 
suited to the preference and the limi- 
tations of the reader as to charts, 
tables, narrative, and the like. 

3. Reports should be comparative, either 
with past periods, with budgets, or 
with some index which affords intelli- 
gent comparison. 

4. If reports are large, they should be 
clearly sectionalized under proper 
headings and properly indexed. 


You have no doubt seen longer lists of 
requirements for a good report and s0 
have I, but to my way of thinking the ad- 
ditional points were merely elaborations 
on the four points above. 

I would like to voice a word of warn- 
ing from my own experience. Avoid 
changing top management reports too 
often and do not change them unless 
some significant improvement can be ac. 
complished. Generally speaking, top man- 
agement seldom has the desire or the time 
for prolonged studies of reports. They 
like to know just where the meat of the 
report is, and that is where they turn. It 
irritates them to work with reports which 
are constantly changing. Habit forming 
and learning are the same thing, and if 
you want management to know your te- 
ports and to pick out the key figures and 
keep them in mind so that they can carry 
the picture in their mind’s eye and speak 
from memory when required, you must 
not change the form or the content of 
your reports too often. 

Whenever it is necessary to change a 
report to which management has become 
accustomed, the new report should, as far 
as possible, retain the principal features of 
the old report so that the reader can asso- 
ciate the new report with that he has been 
used to. It is extremely helpful when 
changing a report to show the figures on 
a basis of the old method and thereto add 
an adjustment column, if you like to call 
it such, and come out with the new report. 
In that way, the reader can associate the 
old and the new figures. The changing 
factors are set out clearly in the adjust: 
ment column and the reader has an op- 
portunity to see the effect of the change 
and likewise to decide if he agrees with it 
I believe that changed reports will find a 
far greater degree of acceptance if such a 
method of change is followed. 

When a controller is preparing or de- 
veloping reports for top management, he 





in the reports being used. 





REPORTS ARE VARIED 


These observations were presented by Mr. Kelly, assistant treasurer, Western 
Auto Supply Company, Kansas City, Missouri, during a recent meeting on this 
subject, of the Kansas City Control of the Controllers Institute. A general ex- 
change of opinion and ideas on the different reports used by controllers, which 
followed Mr. Kelly’s remarks, indicated clearly a marked difference in reports 
required by different types of organizational set-ups and revealed that, beyond 
the balance sheet and profit and loss statement, there was not much in common 


THE EDITOR 














like 
all « 


the | 
is m 
tiong 
terly 
titor 
incre 


t lists of 
and so 
g the ad- 
>Orations 


of warn- 

Avoid 
orts too 
1 unless 
n be ac. 
Op man- 
the time 
s. They 
t of the 
turn. It 
ts which 
forming 
, and if 
your fe- 
ires and 
an catty 
d speak 
yu must 
tent of 


range a 
become 
|, as far 
tures of 
1M. asso- 
as been 
| when 
ures on 
eto add 
to call 
report. 
ate the 
anging 
adjust- 
an Op- 
change 
vith it. 
find a 


such a 


or de- 
nt, he 


ern 
this 
ex- 
ich 
rts 
nd 


jon 


IR 








can be tremendously helped if he can find 
out the key figures that seem to stand out 
in top management's minds. I spent many 
years as a public accountant and I have yet 
‘o find the proprietor or the executive offi- 
cet of a business who did not have in his 
mind a few key figures, generally not 
more than three or four, in which he was 
vitally interested and with these figures he 
seemed to be able to measure and forecast 
the company’s progress with amazing ac- 
curacy—so I say, find out what these key 
figures are. If you want management to 
read your reports, build around these fig- 
ures. We all know how prevalent the 
“little black book” is in management 
circles. That “‘little black book” is an ex- 
cellent guide around which to develop 
your planning for reports. 

Do not clutter up top management's 
reports with details. If the organization is 
an efficient one, the top management 
should have sufficient confidence in their 
organization to know that the findings 
and results shown in the reports are ac- 
curate. I have seen far too many reports 
that were nothing more or less than work- 
ing papers with pages of detail, merely to 
come out with a final set of comparative 
percentage figures or other forms of com- 
parative data. As far as I can judge, the 
controller who prepared them was merely 
endeavoring to permit top management 
to check on his findings. While such de- 
tail figures should be available, do not in- 
clude them in the reports. Top manage- 
ment is only interested in the final results. 
Where a report indicates an unusual or 
unsatisfactory condition, the controller 
should investigate and note the explana- 
tion or lack of it on the report. 

I strongly recommend that every six 
months, or at least omce a year, there 
should be a complete review of opera- 
tions, mostly in narrative form, with a dis- 
cussion of points which are not readily 
available from the regular operating re- 
ports. This narrative should bring out any 
unusual conditions that may have pre- 
vailed during the period or any changes 
in policy that may have occurred and the 
effect of such changes. This report acts as 
a refresher to top management as to what 
has taken place and summarizes the result 
of any changes in policy, etc., and is very 
useful to them at a later date for future 
comparison. 


ANNUAL REVIEW 


_1In our own company we make a report 
like this quarterly, which is submitted to 
all officers and directors. At the end of 
the year we make up a report that reviews 
the year as a whole. The Annual Report 
s much longer and contains many addi- 
tional factors over and above the quar- 
terly. We discuss the sales picture by ter- 
titories and discuss reasons for sales 
Mcteases or decreases, noting whether 
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they come from increased or decreased 
transactions or a higher or lower average 
sale. We show increase due to new retail 
stores and increased volume in old stores. 
We discuss the inventory position, its in- 
creases or decreases since the previous 
year, the turnover involved, the gross 
profit factor, and the reasons for any 
variations that may have occurred. We 
discuss expenses in total and the causes 
for increases or decreases. We review fire 
losses, insurance coverage, lease informa- 
tion, employee thefts, group insurance 
cost and personnel turnover. 

We do not repeat any summaries or fig- 
ures that are included in our regular op- 
erating accounts, but confine the report to 
explanations for any changes that have 
taken place. We likewise include sum- 
maries of profit by varying volumes of 
sales, setting out the number of units in 
each sales volume group and the percent- 
age of profit to sales. We also discuss 
earnings as related to net worth, total as- 
sets and other factors. We discuss change 
in our cash position and the immediate 
outlook for cash needs. 

In our company, there are only two re- 
ports which we make to top management 
weekly. One is sales in which we show 
the total sales by geographical division. 
The other is a simple statement of pur- 
chase commitments showing in total, the 
amount of orders placed, merchandise re- 
ceived, cancellations made and the balance 
of orders outstanding. The reason for 
these weekly reports is the fact that these 
particular items are not under complete 
control of management and management 
has to watch them very closely. Sales in 
the retail field are controlled by customers. 
Management, of course, does everything 
possible to promote sales, but the cus- 
tomer is the one who decides whether or 
not you have any sales. Prior to the war, 
merchandise purchases were completely 
under our control. By that, I mean if we 
wanted to buy merchandise we simply 
placed an order and the merchandise was 
forthcoming. Under these circumstances 
monthly reports were adequate for top 
management. 

With the restrictions due to war condi- 
tions the position changed and actually 
the manufacturer was the one who con- 
trolled our merchandise supply. There- 
fore, it becomes necessary for top manage- 
ment to keep in much closer contact with 
the merchandise situation than they ever 
did before, and we instituted the weekly 
report to advise management how orders 
were being placed and merchandise was 
flowing in. Our lower levels of manage- 
ment get weekly reports from the various 
stores covering sales, salary cost and other 
pertinent items of the operations of a 
store, but such information does not travel 
to top management except in condensed 
summary form in the regular monthly re- 
ports. To the extent that items are under 
complete control of your own manage- 
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ment, there is less need for frequent re- 
ports, providing the lower management is 
efficient and top management has the con- 
fidence it should have in it. 


MONTHLY REPORTS 


Our own monthly reports consist of a 
comparative balance sheet showing figures 
for the same date last year, profit and loss 
account by operating divisions compared 
both with last year and the immediate 
prior period. Expenses in our selling units 
are compared as a percentage of sales. We 
have various other unit measurements for 
cost of activities not directly related with 
sales. Our regular monthly report does 
not show the details of 250 stores, either 
sales or earnings. Sales reports are pre- 
pared monthly, listing stores individually, 
showing cash and charge sales, cash and 
charge transactions, the amount of the 
average cash sale and charge sale, and the 
percentage of increase or decrease against 
the previous year. Our wholesale sales are 
tabulated by divisions. We make a 
monthly report on purchases by merchan- 
dise sections, based on money only. On 
major items like tires, radios, bicycles and 
refrigerators, the quantities are included 
in the monthly report. 

Each quarter we prepare a quarterly 
profit a sales report that is identical 
with the monthly one in form. Calendar 
quarters conform nicely to seasonal mer- 
chandise movement in our business. Each 
member of top management has a card 
file showing the sales and earnings by 
quarters for a period of 10 years for each 
store, the principal expenses such as rent, 
salaries, freight, etc., are shown only as 
per cent. to sales. This information is 
filled in quarterly so that top management 
may have essential information handy 
when dealing with new leases, capital ex- 
penditures, etc., for individual stores. Past 
history is very essential for intelligent ap- 
praisal of a retail business. The trend of 
sales is much more significant than the 
immediate sales figures. 


Veterans’ Jobless Payments Increase 


Unemployment payments to veterans under 
which they receive $20 a week for 52 weeks, 
passed the $1 billion mark in July, the Veter- 
ans Administration announced. Payments in 
July amounted to $135,546,855—an average of 
about $34 million a week—to increase to $1,- 
063,920,144 total payments made since the pro- 
gram began in September, 1944. 

Since the program went into effect some 4.9 
million veterans, or 40 per cent. of the total 
number of World War II veterans, have ap- 
plied for allowances. The average duration of 
a veteran’s stay on the rolls, the V. A. said, is 
about 10 weeks. About half of the claimants, 
it added, receive benefits for less than 8 weeks. 

The comparative unemployment rate among 
veterans and other males in the labor force has 
been declining since the period of mass de- 
mobilization, but the veteran unemployment 
rate still is three times that for other males, 
the V. A. said. 








Market Research as an Instrument 


In the hope of finding some summary 
statement from a commonly accepted 
source that would reflect the attitude of 
accountants toward market analysis, I ex- 
amined the old Accountants Handbooks. 
The first statement that I found in the 
edition of 1923 was quite promising. 


SELLING EXPENSE CLASSIFICATION.—There 
is usually less difficulty in working out a suit- 
able classification for this class of expenses than 
in case of production expenses. This class in- 
cludes all expenses incurred in marketing and 
distributing the product or service offered for 
sale, and it should not include items not under 
direct supervision and control of the responsi- 
ble head of this division of the business. Sub- 
classifications by territories or products are 
often desirable. Few undertakings are able to 
show what the marketing costs of any particu- 
lar product are, and probably one of the great- 
est fields for future effort lies in the direction 
of marketing research. (Italics inserted) 


After a lapse of twenty years I had 
hopes that I might find that something 
had been accomplished. In the 1943 edi- 
tion the best statement I could find was 
even less encouraging than that of 1923, 
indicating that the considerations I shall 
set before you concerning the relation of 
market research to the work of the con- 
troller are at least not so widely under- 
stood and appreciated as to have gained 
any position whatever in the last twenty 
years in one of the standard works to 
which the profession turns for summary 
statements of common and approved prac- 
tice. 


Joint Costs.—The reliability and utility of 
distribution cost analysis and the conclusions 
to be drawn therefrom are severely limited by 
a number of common characteristics of the dis- 
tribution process and of distribution cost fac- 
tors. One of the most difficult characteristics in 
this respect is the fact that many distribution 
costs are joint, covering more than one product 
or territory or customer class. This. fact has 
been apparent in the preceding discussions of 
analytical methods and procedures, but its im- 
portance needs to be stressed. Although by in- 
genuity methods can be devised for allocating 
joint costs to the several commodities or other 
objects of analysis, the results are never more 
reliable than the theories on which they are 
based. On account of changing economic condi- 
tions and changing aims of the distributive 
process, these theories require continual reex- 
amination. (Italics inserted) 


We will assume that the work of the 
controller can be summarized as follows: 
The controller shall, 


1. Classify the operations of the enterprise 
and then set up the accounts which mirror 
these operations. 
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2. Supervise the collection of revenue from 
any source but with principal emphasis, of 
course, on the operations which are con- 
sidered the characteristic ones of the en- 
terprise. 

. Report and interpret the record of opera- 
tions which his accounts show. 

4. Watch the budget and departures there- 

from in either direction and recommend 
changes in the budget structure. 


w 


To do all these things properly the con- 
troller must be at least something of a 
statistician as well.as an accountant. The 
typical accounting report is a statement of 
condition at the beginning and end of a 
process and of itself yields no information 
as to the causes which lead to the changes 
in the relative size of various items. A 
typical accounting report is either a static 
picture of the condition of the business or 
some part of the business at a given mo- 
ment of time, or deals with the totals over 
a period of time without showing in any 
way how the costs or revenue totals in the 
report may have operated within that pe- 
riod of time. Wherever the controller can 
find them there is a need for statistical 
devices which will fill in the gaps with 
figures which will give at least some hint 
of the process by which the final total or 
final net was arrived at. Forward looking 
accountants have long been aware of this 
and in our own university some attempt 
has been made by the faculty to devise 
means of collecting and presenting such 
information. One university of very good 
name has already abandoned instruction 
in accounting and now calls these courses 
Business Controls and presents in them 
the statistical devices for inventory con- 
trol, quality control and price analysis and 
the like, along with regular accounting 
processes. Our topic deals with the use- 
fulness of one such type of statistical data. 


I. 
In ascertaining the costs of manufac- 
tured items the tasks of the controller 
enumerated above have become relatively 


simple. This simplicity is partly due to the 
nature of the processes involved. The unit 
in production undergoes physical change 
from temperature, pressure, mixture, per- 
cussion, fitting and so forth. The causal 
process by which the change is produced 
is usually visible and always measurable, 
and the cost of setting those causes in Op- 
eration and achieving the desired effect 
is fairly clear. A second important consid- 
eration is that the units produced and 
manufactured often have a very great 
similarity so that if 10,000 units are pro- 
duced in a batch and we divide the cost of 
the whole process by 10,000, the resulting 
average cost per unit has genuine signifi. 
cance because the units actually have that 
similarity in composition and in time, 
place and manner of production that 
causes the average to be a significant and 
reliable number. 

The work of the controller in cal- 
culating the cost of manufactured items is 
relatively simple also because a great deal 
of hard work has already been done on 
the subject and this hard work is more- 
over widely known. In distributing indi- 
rect or common costs where the costs have 
no immediate relation to the unit pro- 
duced various reasonable standards have 
been developed. These standards may not 
be logically perfect but they are intelligi- 
ble and if adhered to yield consistent re- 
sults when comparisons are made over 
various periods. Furthermore costs in 
competing or comparable industries where 
processes are similar are known or where 
the costs themselves cannot be known the 
methods at least by which they are arrived 
at are common knowledge in the profes- 
sion. And, therefore, when the question is 
put to a controller—What did it cost us 
to produce this unit ?—the controller has 
an answer which he has reason to trust 
and to feel is highly representative of the 
facts 


II. 


Nevertheless in the American economy 





| CHILDREN AND VICE PRESIDENTS—BEWARE! 


| “The tools of market research are sharp instruments that must not be left 

about for children and vice presidents to cut themselves with; their use requires 
| care and skill,” warns the author in this paper which he prepared for a recent 
meeting of the St. Louis Control. It deserves careful reading by controllers and 
| financial officers who are concerned with “reining-in” distribution costs. 


—THE EDITOR 
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as a whole fifty-nine cents of the con- 
sumet’s dollar is expended to pay the cost 
of distribution, not production. This has 
often been regarded as being much too 
high. It is not easy at all to determine 
whether this figure is too high or not. It 
is too high only if our distribution meth- 
ods are inefficient and lack direction, and 
one of the principal tests of the efficiency 
of the distributive process is the analysis 
of these distribution costs. In your own 
articular industry the relative importance 
of production and distribution costs may 
not be as high as this national average. It 
may seem at first sight that your distribu- 
tion costs are relatively low and give no 
hint of inefficiency or lack of direction, 
nevertheless, the matter is always worth 
looking into. 

There are aspects of distribution costs 
that are sufficiently akin to manufacturing 
costs that they can be handled accurately 
by similar methods. Such items include: 


. warehousing, both as to the amount of 
time and the amount of space involved; 

. investments in the physical aspects of dis- 
tribution; 

. the movement of goods-handling on your 
own premises and handling of goods off 
your own premises; and finally 

. office routine including the routing of the 
order and the cost of billing and collec- 
tion. 


_ 


nN 


we 
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Such analysis is less well standardized 
than manufacturing cost analysis but fairly 
well established and significant neverthe- 
less. Sales analysis is even less well estab- 
lished but has nevertheless produced a 
great deal of valuable information. The 
commonest types of beneficial information 
yielded by sales analysis are, for example, 
first, that all profits are derived from rela- 
tively few lines or relatively few custom- 
ets, that all other lines are being carried 
by the few items that are genuinely eco- 
nomic in both production and distribution 
or when there is no sharp contrast be- 
tween lines or items that all profitable ac- 
tivity is concentrated in a few areas. There 
is a firm in this area that reduced the num- 
ber of its accounts from 2200 to 800 and 
increased the volume of total sales. 

But at its best, sales analysis looks to 
an analysis of what we have done in the 
past. Sales analysis breaks down what we 
did and may indicate some things that 
would better have been left undone but 
sales analysis alone will tell us little of 
why these things happened and will tell 
us nothing of practical alternatives, that 
is, nothing of what could have been done. 

Sales analysis moreover can never yield 
as complete and accurate a figure of unit 
costs as manufacturing costs analysis 
yields. As stated above, material subjected 
to physical processes have all the charac- 
teristics necessary to make averages signifi- 
cant. Statistically speaking, the objects 
themselves and the conditions are highly 
homogeneous. Sales costs other than the 
ones mentioned above do not yield highly 
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typical averages. Units with very similar, 
stable and computable production costs 
may be sold to a wide variety of people in 
various localities who put the product to 
different uses. Different sales methods 
may be required and may involve very 
different expenditures to make the sales. 
When different parts of the stock are sold 
under such different conditions of sales 
costs, an average unit cost of selling is 
just a number. It is an exercise in elemen- 
tary arithmetic that has no business sig- 
nificance. 


III. 

Lest we seem to be too severe with the 
controllers, it is worth observing that they 
are not the only ones who have been un- 
able to deal with this problem to thor- 
ough satisfaction. The economist has 
wrestled unsuccessfully with the problem 
even in its general form without the com- 
plicating details that are inevitably asso- 
ciated with any specific business situation. 
The economist can draw cost functions for 
various types of business which though 
general are, nevertheless, quite realistic 
and instructive. The broad outlines of 
such cost functions are known and de- 
finable and characteristically begin with 
an area of high but declining cost of pro- 
duction. Secondly, there is a range, wide 
or narrow, as the case may be, within 
which low cost production is possible, and 
finally there is the point beyond which 
costs rise more or less sharply and make 
economic production impossible. 

But when the economist is confronted 
with an industry in which selling expense 
is a major factor, then these cost functions 
and the curves representing them present 
major difficulties. Selling expense unlike 
variable costs is not definitely associated 
with any particular level of output and 
successful selling expense unlike success- 
ful changes in production methods does 
not really change the cost function. 

To add selling expense to manufac- 
turing cost is an arbitrary and unreal pro- 
cedure. What selling expense alters is not 
the shape of the cost function but the 
shape of the demand function and it is, 
therefore, not properly associated with the 
cost function to which it has customarily 
been added as an expense but it is asso- 
ciated with the revenue function from 
which it should be deducted. This may 
seem to be a useless distinction but if you 
care to experiment with a few examples 
of your own making, you will find that 
the level of optimum output falls at a dif- 
ferent point when selling costs are treated 
as a deduction from revenue rather than 
as an addition to cost. How great the dif- 
ference will be will depend of course on 
the characteristics of the cost or revenue 
functions in the particular business. 


IV. 


We have outlined thus far some of the 
more obvious subjects to which the con- 
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troller can profitably devote study. And 
we turn now to the specific questions 
which market analysis attempts to answer. 

Actually, of course, market analysis has 
always been indispensable to all business 
operations. No man undertakes to estab- 
lish a business enterprise unless he be- 
lieves that he can make a product which 
enough people within his range want at 
a price that will enable him to ‘ese at 
a cost low enough for profitable opera- 
tion. And he does not start unless he feels 
that he knows this in some detail. This 
seems to be the most elementary common 
sense, yet a study now nearing completion 
by the National Association of Manufac- 
turers indicates that out of 2600 firms 
filing reports, 1500 were not conscious of 
any explicit market research. 

Every business man who makes the de- 
cision to produce, beyond the question of 
his physical ability to produce and the 
cost involved in this, must have in a work- 
able degree: 

a. a knowledge of what people want, 

b. a knowledge of where the people are who 

want it, 

a knowledge of when they want it, 

a knowledge of how many want it, 

e. : knowledge of how much they will pay 
or it, 

f. a knowledge of how many units each 
buyer may want. 


an 


These are the questions which in more 
specific forms market research has learned 
to answer: 


How big is the whole market for this 
product? 

Given existing competition, how big is 
our share? 

Is the product we sell made in just the 
way our buyers want it? 

Do our buyers actually use the product 
for the purpose for which we think they 
buy it? 

How many people want it and where 
are they? North or South, Rural or Ur- 
ban? 

What kind of people do we sell to: 
Age, Sex, Race, Income, Occupation, Cul- 
tural Level? 

How is our product used; in small 
units; in bulk; at point of sale or in the 
home? 

What determines the time, place, rate 
and manner of ‘consumption? 

What products are associated with ours 
in utilization? How close is the assocta- 
tion? Is it based on physical reasons like 
gas and oil or is it customary like spare- 
ribs and sauerkraut? 

What is the seasonal pattern of utiliza- 
tion and how is it related to the seasonal 
pattern of production? 

What special classes of buyers do we 
rely on?—home-owners, car-owners, radio 
owners, electricity users, telephone homes, 
oil-burning homes, and so on. 

How many units does each buyer want 
at one purchase, or in a year’s time and 
why? 
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How much are they willing to pay for 
it? If technical conditions give us a choice 
are we producing too few or too many 
grades or styles? 

How does our market respond to price 
changes? Does a small price change pro- 
duce a large or small reaction or are fairly 
large changes possible with a less than 
proportionate change in volume? How 
does this reaction differ on different in- 
come levels, cyclically, geographically? 

Are the directions for use which we 
furnish adequate and unmistakably clear? 


These questions refer primarily to con- 
sumer marketing but every one of them 
has a counterprt in industrial marketing. 
For both types but especially industrial 
marketing there is one further problem. 
A firm may feel that they have no mar- 
keting problems because ninety per cent. 
of their output goes to one customer. And 
that customer may have a research depart- 
ment which is working one hundred per 
cent. to render them obsolete or unneces- 
sary. In such a case what products does 
the market want that can be an alternate 
use for your facilities or processes? Simi- 
larly, assuming a shift in the relative im- 
portance of your various present products, 
which of the ones now of lesser impor- 
tance is capable of development ? 

Everyone of these questions has been 
successfully investigated by market re- 
search. Without effort you can recall a 
soft drink, formerly sold chiefly at the 
soda fountain, now sold in cartons and 
cases for home consumption. You can re- 
call electric light bulbs sold by the unit or 
the gross but not in intermediate packages 
convenient for home use. Most of you can 
recall when cigarettes and automobiles 
were marketed for men only. On the 
other hand, how many homes still take 
one copy of the evening paper or of a 
popular weekly magazine when for a few 
cents both husband and wife could be 
reading it at those certain hours of the 
day or week that are convenient for both. 
The first three cases represent the fruits 
of market study; the last, a lost opportu- 


nity. 
MARKET REVELATIONS 


Market study has revealed: that sup- 
posed quality products were actually 
bought by low income groups; that food 
products marketed for children were used 
more for invalids and convalescents; that 
products whose support was traditionally 
believed to be based on one set of outlets 
were actually being supported by another 
set; that reputations supposedly based on 
one set of advertising media were actually 
maintained by another; that the qualities 
in the product that the producer was 
proud of were not the ones the consumer 
considered significant ; that consumers did 
not know how to use the product and had 
to be taught to get good results; that joint 
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consumption is just as important as joint 
production. 

Crackers and cheese, liver and bacon, 
whisky and soda, gas and oil are only a 
few conspicuous cases of complementary 
products that have become verbally asso- 
ciated; there are hundreds more that are 
actually associated but are not crystallized 
into a phrase. Every commodity is sur- 
rounded by two groups of related com- 
modities: substitutes—butter and mar- 
garine—if one is used the other is not 
—and complementary products—if one is 
missing, the other is not used or used to 
a lesser degree—butter and bread. Do you 
know what these commodities are in rela- 
tion to your product and how intimate and 
significant the relationships are ? 


Ms 


How is market research able to do this? 
There are two principal reasons. The first 
is the great improvement in the quantity 
and quality of statistical information avail- 
able. This in part dates back to World 
War I, which with its problems and its 
mobilization revealed the need for ac- 
curate data and furnished the occasion to 
get it. Unfortunately, the things which 
cause improvement in statistical data seem 
to be mainly unpleasant affairs. After war, 
the principal source is taxes. The various 
income and excise taxes have revealed im- 
portant facts about the structure of Ameri- 
can economic activity that formerly were 
merely guessed at. The Bureau of the Cen- 
sus has constantly improved the scope and 
quality of its work, not only on popula- 
tion but on business, manufacturers, and 
distribution, and in special studies like 
unemployment and housing. The Bureau 
of Foreign and Domestic Commerce main- 
tains a series of useful studies on topics 
of business interest. The Federal Reserve 
Board gathers and summarizes figures on 
money, prices and industrial production. 
Temporary laws and agencies resulting 
from them produce masses of statistical 
data, N.R.A., for example, W.P.B. and 
O.P.A. These are merely some of the 
more important sources of good data that 
are already gathered, if we know how to 
get and use them. 

A prime example of this improvement 
is the current use of National Income fig- 
ures. These are estimates—obviously and 
admittedly they could be nothing else— 
but they are so infinitely superior to the 
guesses we had before 1932 that they are 
invaluable. Prior to 1929, the National 
Bureau of Economic Research had _at- 
tempted to measure the national income 
and Wilford King in particular had done 
most praiseworthy pioneering work. In 
1932 a Senate Committee wanted to know 
what had actually happened to the econ- 
omy in the past four years. The studies of 
the National Bureau were taken over and 
extended and the result was so obviously 
useful that a separate division of the Bu- 
reau of Foreign and Domestic Commerce 


was set up to maintain this work and 
bring the estimates down to a monthly 
basis. Today it is the figure most com. 
monly looked to for the general condition 
of the economy. And it has particular uses 
too. A very elaborate study of the demand 
for automobiles came up with a rather 
simple formula based on two factors, the 
national income and the age of the cars on 
the road. Such down to earth analysis put. 
ting into precise form what men in the 
trade know in a vague way would be im. 
possible without the estimates of national 
income. These estimates and the vast vol. 
ume of precise information now available 
are the first reason why market research js 
able to furnish answers to commercial and 
industrial problems that had to be gues. 
work in the past. 


CONTROLLER'S INTEREST 


An officer of the Census Bureau tells a 
story that has a place right here. It has 
happened to him that twice within the 
same week he has received letters from 
the controllers of industrial enterprises 
saying that they were through filling out 
questionnaires and would fill out no more 
unless they were required to do so by law. 
Now as a matter of fact we have all been 
required by law to furnish census data 
since 1790. But within the same week that 
he had received these complaints from the 
accounting officers, he also received com- 
plaints from the marketing divisions of 
the very same companies that the Bureau 
was behind in furnishing them the data 
on their industry which they needed for 
market judgments. One thing controllers 
can do is at least to find out what kind 
of data for the industry their own market 
men are interested in. 

Beside the great improvement in the 
quantity and the quality of readily avail 
able information, the second important 
reason for the growth of market analysis 
is the improvement in methods of hand- 
ling this data. Complete statistical enum- 
eration, 100 per cent. coverage, is a vety 
costly business. The Census of Population 
of the United States which aims at com- 
plete accuracy and comes within one pet 
cent. of it every ten years costs about fifty 
million dollars. This difficulty has been 
met by the refinement and adaptation of 
sampling theory. Strictly speaking, the ap- 
plication of sampling methods is proper 
only to large numbers and to homogene- 
ous data and data moreover which is con 
tinuous in the sense that any value within 
certain limits can appear. For example, 
sampling human heights, we can find a man 
at 66 inches, 67 inches or 681/, inches. 
Yet this method has with considerable io- 
genuity been applied to cases that are not 
homogeneous in the theoretical sense and 
which do not admit of strictly continuous 
values. This has been done by a series 0 
devices which simulate and approximale 
these conditions—the representative salt 
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ple, the stratified sample, the contour 
sample—and which achieve usable results. 
I say usable results because any sampling 
method leaves a margin of error, normally 
a calculable and definite margin of error. 
But even with this margin, the resulting 
data are infinitely superior to guesses 
based on fragmentary information with 
no means whatever of calculating a prob- 
able error. 


PUBLIC OPINION RESEARCH 


The Gallup Poll is the form in which 
this type of sampling is best known to the 
American public. By such methods Ameri- 
can opinion has been successfully sampled 
and forecast by as few as 1330 interviews, 
one per 100,000. The scientific problem 
here lies almost entirely in the structure 
of the sample. If it is truly representative, 
accurate information can be obtained at 
small cost but the sample must be truly 
representative and must account for every 
significant variable. Fortunately market 
data is much less slippery than the meas- 
urement of opinion and therefore less 
open to gross blunder. The classic exam- 
ple of an ill-constructed sample is the 
Literary Digest forecast of the election of 
1932. This was a difficult statistical prob- 
lem because there was no true variable but 
only a yes or no question. The sample 
however wes large, far larger than would 
be required if it were truly representative. 
The size of the sample did not compen- 
sate for the faulty structure. As everyone 
knows, the result was forecast wrongly 
and at least one analyst predicted before 
hand that it would be wrong and gave the 
treason why it would be wrong. The calls 
were made from the telephone books and 
from magazine subscription lists which 
created a definite bias in favor of urban 
population and higher economic status. 
Now there might easily be an election in 
which these two factors would not be de- 
termining but in that election they were, 
and a very substantial sample did not off- 
set the bias in structure. 

If the needed data are not available, 
after the sample has been properly con- 
structed the questionnaire must be formu- 
lated and sent into the field. What is evi- 
dent from what was said above we re-em- 
phasize here, that the tools of market re- 
search are sharp instruments that must not 
be left about hoe children and vice-presi- 
dents to cut themselves with; their use re- 
quires care and skill. The questions and 
the possible answers must be logical and 
sensible, at least. How often have you 
seeh_ a questionnaire: Marital Status— 
mattied or single? What is the widower 
or divorced man to put down? A tax form 
for restaurants in a certain city classified 
testaurants: White, Negro, Greek, Orien- 
tal, other; two classifications by race, one 
by nationality and one by loose geogra- 
phy. The questionnaire must also be set 
up to yield objective information, not the 
bias of the interviewer, not bifocal an- 
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swers, nor answers the respondent has 
been prompted to make by the form, 
sequence, or association of the questions. 

Such work is done by the research de- 
partments of the better advertising agen- 
cies, by independent market research 
firms, offering either complete service or 
field service only, by m2rket directors of 
individual companies using available con- 
sulting or field organizations. There are 
three distinct steps here, 1) What infor- 
mation do we want, 2) What questions 
will yield precisely this information, 3) 
How do we get these questions answered 
in correct proportions. 


VI. 


Thus, though the controller m»y have 
fair answers to the question “What did it 
cost us to produce this unit?” and to the 
question ‘“What should it have cost us to 
produce it?” without this type of work 
behind him, he has no meaningful answer 
to the question ‘What did it actually cost 
us to sell this unit?” I say no meaningful 
answer because he has only average unit 
costs of things that are so different that 
averages cannot be typical. To the ques- 
tion ‘What should it have cost us to sell 
it” and the closely related “How many 
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units could we have sold ?’”’, he has no true 
answer at all. 

The average unit cost of sales in the 
Chicago territory may seem to be very low 
in comparison, say, to the Tulsa district. 
But the Tulsa man may be doing the far 
better selling job and the Chicago man’s 
performance may be very poor in face of 
the market potential. The Tulsa man may 
happen to have local competition that is 
lacking in Chicago or the market may 
simply not be there. The Tulsa man may 
be by far the better salesman but be work- 
ing a market with weak potential or a 
badly designed sales territory. 

Volume of sales is said to be a function 
of distribution effort applied to market 
potential. If accounting for sales cost and 
the planning of a sales and advertising 
budget is to be as reasonable as it can be 
made, and if salesmen are to be given 
manageable territories and fair compen- 
sation then both of these, market poten- 
tial and distribution effort, must be meas- 
ured as accurately as possible. Without 
this, you may know where your money is 
going but you do not really know where 
it is coming from. For these questions, 
market research has proven methods for 
yielding satisfactory answers. 


1946 Corporate Earnings Expected 
To Improve During Second Half 


Reporting that new capital issues by in- 
dustrial companies have averaged $130,- 
000,000 a month this year, the highest 
rate since 1931, the bulletin of the Fed- 
eral Reserve Board says this year’s corpo- 
rate earnings will compare “much more 
favorably”’ with those of 1945 than the 
first quarter's earnings indicated. 

Reconversion difficulties are being sur- 
mounted, and mbst of the nation’s corpo- 
rations are now in a position to profit 
from large consumer demands, the board 
says, predicting an upswing in earnings 
in the second half of the year. This gain, 
it believes, will do much to offset the poor 
showing made by many large concerns in 
the early months of 1946. 

At the same time, the board believes 
that the ‘‘retained earnings’ of these cor- 
porations this year probably will exceed 
those retained in 1945, chiefly because 
of reduced tax liabilities. 

Expansion of business assets since the 
war does not appear to have run its course, 
and private capital expenditures will reach 
a new peck during the remainder of the 
year, the board says, adding that inven- 
tory accumulations, which have been slow 
so far, will show marked improvement. 

External financing by business through 
banks and security issues is on the in- 
crease, and the volume of bank loans, 
particularly, is likely to rise as small and 
medium-sized business concerns turn to 


this market for extra operating capital, 
the board declares. 

Liquid assets of business concerns were 
used to some extent in the first part of 
the year, it continues, but the continued 
spending of these war-accumulated assets 
probably will decrease as outside re- 
sources are tapped. 


A Sound Basis for Efficiency 


In most municipalities payments for 
salaries and wages account for more than 
one-half of total operating expenditures. 
To a pronounced degree, therefore, 
economy in city government depends up- 
on the application of businesslike princi- 
ples to personnel management. Economies 
may be realized, not only by eliminating 
the more direct causes of waste, such as 
overstafing, | umneccessary temporary 
workers, and disproportionate salary 
rates, but by establishing a sound basis 
for personnel efficiency throughout the 
many departments of local government. 

Even in well-governed cities it will 
often be found that certain features of 
personnel administration are weak. A 
comprehensive, rounded personnel pro- 
gram is needed—one that places a strong 
control over all of the many factors which 
affect the competence, efficiency, and 
moral of municipal employees. 

—Tax Foundation 








Overhead Distribution and Presentation 
of Cost Statements 


How many controllers or other execu- 
tives have taken interest in the work of 
their cost departments? Have you taken 
time to review your system lately ? Do you 
really understand your reports? Are you 
making too many or too few reports ? 

I have found that factory burden has 
been applied to production costs in many 
ways; i.e., direct labor, machine hours, 
material usage, and such. In any event 
overhead rates should be established 
based on either actual or estimated ex- 
penses and production. Due to the chang- 
ing labor rates, which effect material costs, 
direct labor, indirect labor and clerical 
salaries, it would appear that we would 
be better accountants if we used estimated 
overhead rates based on normal or ex 
pected production rates and operating 
costs. Frankly, actual overhead rates ap- 
pear to be obsolete. It is better to use de- 
partmental overhead rates rather than 
overall rates. 

In a previous connection, I tried, on 
many occasions, to have the basis for ap- 
plying overhead changed but met with 
little success. The factory management of 
our particular area was, at all times, ac- 
quainted with our overall factory burden 
and the departmental burden was avail- 
able through budget reports and labor 
statistics. These latter reports meant more 
to management than any overall—all 
company overhead reports. 

Overhead standards should be deter- 
mined for expense allowances applicable 
to each and every activity of the entire 
business. It is important that the respon- 
sibility for preparing and compiling the 
overhead amounts and rates be precisely 
fixed at the outset and that the individual 
or department so charged shall forthwith 
be equipped with the “‘tools’’ essential to 
the undertaking. In this connection it will 
be advisable to have available a complete 
layout of the plant and its various depart- 
ments. Management should also furnish a 
machine and equipment utilization report, 
as well as a procedural outline of the 
manufacture, assembly, sale and distribu- 
tion of the products. The entire plant 
should be divided into departments or 
they may be further segregated into sec- 
tions of department, engaged only on a 
specific operation, or they may comprise 
groups of like or similar machines. Re- 
sponsibilities should be very definitely 
established. 

The preparation of these reports te- 
quires a high degree of cooperation from 
the service functions of the business. The 
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Engineering Department sets the physi- 
cal standards and the Cost Department 
determines the allowable costs based upon 
such physical standards. 

The determination of overhead stand- 
ards is, in my opinion, a requisite for 
overhead control and not necessarily a 
plan to save money. The control of over- 
head is a very important factor in the op- 
eration of a cost system. Many systems 
have been developed but they will be of 
little value if proper standards (or nor- 
mal) of overhead are not established. 
Please understand, however, that such 
standards or normal are subject to analy- 
sis and control. 


RATE DETERMINATION 


The first step is to determine the level 
of operations at which estimates are to be 
set. Predetermined or standard rates are 
usually determined on one of the follow- 
ing bases: 


1. Rates based on estimated production. 

2. Rates based on normal capacity to pro- 
duce. 

3. Rates based on normal capacity to pro- 
duce and sell. 


Rates based on estimated production 
are determined by dividing estimated 
overhead by estimated production with- 
out regard to normal capacity. Rates based 
on normal capacity are established on the 
basis of the unit used in applying over- 
head to production, i.e., actual direct la- 
bor cost, actual or standard direct labor 
hours, actual or standard machine hours, 
etc. Normal capacity rates, however, may 
be determined under either of two con- 
ceptions of the term “normal capacity,” 
as follows: 


1. Normal capacity may be determined 
upon the producing ability of the plant 
alone without regard to sales profi- 
ciency or, 


2. Normal capacity may consider not 
only the producing ability of the plant, 
but in addition, the ability to sell that 
production. This latter factor includes 
a determination of the degree of mat. 
ket absorption. 


Under either conception, the computa. 
tion of normal capacity requires the con. 
sideration of past experience combined 
with consumer needs, an analysis of sales 
markets competition and judgment. The 
ability of the plant and its component de- 
partments to produce and the ability of 
management to finance operations profit- 
ably are a definite requirement. 

Normal capacity may be stated either 
in terms of physical units of production 
or productive hours required to produce 
the planned or expected output ‘over a 
projected period of time. In some com. 
panies machine hours may be found to 
present a better basis of distribution than 
productive labor hours. Normal capacity, 
determined in terms of productive hours, 
is made without regard to the number 
of products in production. Productive 
hours, I believe, has been found to be the 
more practical basis upon which to com- 
pute normal capacity and standard over- 
head rates if the company is manufactur- 
ing more than one product. 

It is a good practice to have the key- 
men analyze their expenses as finally de- 
termined, indicating their acceptance and 
agreement therewith. The general plan 
of the overhead report should provide 
for— 


1. A segregation of expenses into direct 
and indirect expenses in relation to 
each department. 

2. A classification of such direct and in- 
direct expenses according to fixed, var- 
table, and semi-variable expenses. 


The foregoing references to direct and 
indirect expenses do not, of course, refer 
to the product in manufacture but rather 





ments. 





CONSULT WITH MANAGEMENT 


There should be a two-way interest in and understanding of cost statements 
for executives. Both top management and those preparing the reports should 
consult with each other as to what is needed and when it should be ready if it 
is to be of maximum value for policy determination and control purposes. Mr. 
Gessner, who presented this paper before the Bridgeport Control, has spot- 
lighted the importance of an appreciation of the fundamentals of cost state- 


—THE EDITOR 
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to the department incurring such ex- 
nses. Under this grouping, an ex- 
se is direct when it is directly assign- 
able only to a particular department. Such 
nses will include the salaries of the 
foreman and his assistants, wages of in- 
spectors and others engaged in an indi- 
rect capacity in only one cost center; re- 
pairs, supplies, etc. Indirect expenses for 
this purpose are those which are assign- 
able to more than one department and re- 
ire apportionment. 
The Ys asllications according to fixed, 
vatiable and semi-variable are determined 
on the following bases: 


a) Fixed charges are those which will be 
present and will remain relatively 
fixed regardless of the level of pro- 
duction or whether or not of factory 
operations continuance. (Depreciation, 
taxes, insurance, etc.) 

Variable expenses are those which 

will usually vary with the level of 

production. (Supplies, power, repairs, 
etc.) 

c) Semi-variable expenses are those 
which, though they will vary because 
of changes in the level of production, 
cannot be measured in the same pro- 
portion as such changes. (Indirect 
general salaries, etc.) 


b 


— 


By way of amplification of these defi- 
nitions, it is obvious, for instance, that 
the material actually entering into the 
manufacture of a product and the labor 
expended in its fabrication, will vary di- 
rectly with the number of produced 
units. These two elements, with the addi- 
tion of the variable portion of manufac- 
turing and commercial expenses, such as 
processing supplies and packing, loading 
and shipping expenses, ordinarily com- 
pose the “‘Variable’’ costs, and remain 
constant in amount per unit of production 
or use. 


NON-VARIABLE ITEMS 


The second class of costs and expenses 
include such items as: Supervisory Per- 
sonnel, Inspectors, Timekeepers, Billing 
and other Clerical Workers; Special 
Tools, Dies, Jigs; Office Supplies, and the 
like, and are known as ‘“‘Non-Variable”’ 
because within certain volume ranges the 
total amount thereof will remain rela- 
ively constant. The amount per unit of 
product, however, will not remain con- 
stant, as in the case of ‘Variable’ Costs 
and Expenses, but will vary in indirect 
proportion to the changes in volume. 

Unless carefully guarded against, there 
may be a tendency, because of the term 
Non-Variable” to look upon this class 
of costs and expenses as uncontrollable. 
Obviously, the costs of tools, number of 
supervisory personnel and other workers 
are within the control of the Management, 
and special care must be taken to insure 
that the total bears a well-balanced rela- 
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tion to the volume of production and 
sales. 
OTHER EXPENSES 


The third class of expense embraces 
items of a quite different character, as for 
example: Insurance, Property, Taxes, 
Rentals, Depreciation, which remain rela- 
tively fixed regardless of fluctuations in 
volume (regardless as to whether or not 
a plant operates at capacity or is shut 
down, these costs and expenses are con- 
stantly present). wer these ex- 
penses do not enter into either the “Vari- 
able” or ““Non-Variable” category of costs 
or expenses. 

With the above described plan of seg- 
regation and classification of expenses, 
the report should be prepared for each 
department with respect to expenses di- 
rectly assignable thereto. The basis of the 
department operating at the level of nor- 
mal production for the entire month 
a be established. The aggregate 
amount determined for each department 
should be the standard direct overhead 
allowed that center for production at nor- 
mal capacity. No department will always 
operate at a fixed level—there will be 
periods when it will exceed the establishd 
normal and periods when it will not 
reach normal. We must therefore, estab- 
lish a series of bases with which to meas- 
ure the production of each department at 
various levels. For this purpose we might 
develop a series of rates for each depart- 
ment, providing for allowable standard 
direct overhead for all the various ranges 
of production that may occur—a flexible 
rate for each department measured at 
various ranges above and below the nor- 
mal. 

The general overhead expenses are dis- 
tributed in a manner similar to that in 
which the direct overhead expenses were 
prepared. In the case of general expenses, 
only one amount for the entire plant is 
required, since none of the expenses ad- 
mitted thereto are allocable specifically to 
any one department. This amount should 
include all expenses applicable to the 
plant in general, but it must also provide 
for the increases and decreases arising out 
of production above or below normal. 
The general overhead completed, we then 
determine the proportion of each item of 
expense allocable to each department. This 
allocation must not be made arbitrarily, 
but each item should be considered indi- 
vidually and a sound basis of allocation 
determined. Common sense and personnel 
cooperation will accomplish the desired 
result. 

It has been found advantageous to con- 
sider service departments as departments 
and summarize the expenses for each 
service department and then to include 
a proportion of the total service depart- 
ment cost in the overhead of the produc- 
ing departments based upon the use of 
such services by the producing depart- 
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ments. The levels of operations in the 
service department calculations are set at 
the aggregate expected levels of the pro- 
ducing departments using such services. 

I could continue on the subject of over- 
head and how fluctuations cause distorted 
costs but would like to leave this thought 
with you. If your costs and expenses ate, 
in the main, fixed and non-variable, fluc- 
tuations in production and sales volume 
will produce great changes in profits. 
Profits will expand more rapidly than 
sales if such increases in sales are made 
by a company with relatively large fixed 
costs—the total expenses not increasing 
in proportion to sales increases. On the 
other hand, if sales were to decline, all 
expenses do not drop in —— and 
profits decrease more rapidly. 

Arising out of the relationship of vol- 
ume costs and profits are described in the 
foregoing, there ron a a method of 
determining the effect of costs and selling 
prices on volume, particularly where quite 
an intricately related group of product 
lines are produced and sold, and where 
it is most essential to be currently in- 
formed as to just where each line of prod- 
uct fits into the financial picture from the 
standpoint of: 


1. The importance of each product as a 
source of profit. 
2. The cost and expense of selling the 
product. 
. Volume obtainable at various prices. 


4. Stability of the product itself. 


Ww 


“ECONOMIC PROFIT METHOD” 


This method is known as the Variable 
or Economic Profit Method. There is no 
more important yardstick of measure or 
medium of control for commercial man- 
agement because they are provided with 
factual data which is so essential to ob- 
tain a proper balance between the various 
elements of the business. 

In considering the expense required 
for the various volume levels, it is always 
desirable to keep in mind the “Break- 
even Point’’ of operations, or in other 
words, the sales point at which all the 
Fixed and Non-Variable Expenses are 
completely absorbed and Net Income on 
Operations begins. This point should not 
be so high as to b agers the elimination 
of losses in periods of low volume, or to 
offset the advantages of Economic Profit 
in the more favorable periods of business. 

The distribution procedure for selling 
and administrative expenses has caused 
many discussions but still appears to be 
unsettled. Some organizations make their 
distribution on the basis of sales and some 
on the basis of costs. From the title of 
this paper and the contents thereof up to 
his point, it might appear that I have 
dealt entirely with distribution of fac- 
tory overhead and have stayed away from 
the subject of distribution costs. 
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If you are referring to the application 
of selling expenses to products, the sub- 
ject challenges us to a much broader con- 
sideration than the elements that make 
up the control of the cost of distributing 
goods. Many problems have arisen which 
demands a mote effective distribution of 
the product from the standpoint of com- 
petition, price determination, merchandis- 
ing service, and such. The accountant 
must make every effort to understand 
management's problems and manage- 
ment’s thinking of effective distribution 
and should have, at his finger tips, all 
basic facts and figures concerning the costs 
of distributing goods. 

The accountant, however, should not 
take an active part in control of distribu- 
tion but should limit his thoughts to the 
control of distribution costs. This would 
result in the setting up of some account- 
ing or statistical device for such controls. 

First and foremost, you should ascer- 
tain what are the direct elements of dis- 
tribution costs and then ascertain what 
items should be considered as indirect. I 
do not wish to emphasize that distribu- 
tion and administrative costs should be 
lumped with factory overhead because, in 
my opinion, factory overhead items are a 
direct cost of producing your product, 
whereas distribution in administrative 
costs covers those costs which occur sub- 
sequent to manufacture. 

Those companies with single products 
which might be limited as to variation in 
size or style and which are marketed en- 
tirely through a retailer or a wholesaler 
is confronted with different types of dis- 
tribution cost from the concern that mar- 
kets several thousand products and 
reaches the consumer after passing 
through numerous distribution channels. 

If you are the manufacturer of heavy 
goods, you require a different type of 
procedure for handling your distribution 
cost. 


KNow Your PrRopuctT 


The above variations can be better un- 
derstood if you know your product and 
know the ultimate use to which your 
product is put. You should have avail- 
able statistics on an industry-wide basis, 
specific groups or concerns and in some 
cases, know your competitors’ pl-ns for 
distributing his products. You should also 
have made available to you, all manage- 
ment’s changes in thinking and require- 
ments for marketing the products. 

With the above starting point in mind, 
if your products are distributed through 
district offices who handle material in 
warehouses, bill the customer, and so on, 
those expenses which are incurred by the 
district should be considered as direct 
charges. Headquarters expenses which are 
broken down to products and to territories 
should, in my opinion, be based on the 
relationship of the direct expense of each 
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district or products to the total of all dis- 
tricts or products. With the change in 
relationship of sales by products to the 
total sales of a company, it does not ap- 
pear feasible to make these prorations 
entirely on the basis of sales. This is par- 
ticularly true if you are bringing new 
products into existence or if you are m1n- 
ufacturing and selling products which 
you have never manufactured prior to 
the war. 

This same principle applies to the dis- 
tribution of administration expenses al- 
though such expenses may be incurred 
entirely at the general offices of the com- 
pany. 

Many companies are in need of cost by 
commodity, by customer, by salesmen, by 
territory, and by orders. This is quite an 
undertaking if you expect to carry on such 
distribution cost analysis and it is sug- 
gested that such analysis be undertaken 
periodically. We have recently under- 
taken such a study and are supplying 
management with cost by the above cate- 
gories, but if we had to do it each month, 
we would have to increase our staff by 
several people. We have our salaries, 
commissions, and bonus, plus our normal 
cost with a percentage for variance (in- 
creases or decreases) applied directly to 
our sales by products and we can ascer- 
tain if a district is making or losing 
money. We have prorated our district of- 
fices expenses to each of the salesmen 
on the basis of each salesman’s contribu- 
tion to the total district’s contributions. 
We found that the important thing to 
ascertain in handling distribution cost is 
to have the expenses analyzed in sufficient 
detail in order to put them together 
promptly for any particular set of cir- 
cumstances that come to our attention. It 
must be understood during this discussion 
that these analyses are made a part of our 
current bookkeeping and are not merely 
statistics which have no tie-in with our 
accounting records. 

Modern business, regardless of whether 
it is competitive or not, due to mass pro- 
duction, distribution problems, profit lim- 
its, and high labor cost is forcing com- 
pany executives to look towards higher 
productivity and efficiencies if satisfactory 
profits are to be secured. You must have 
cost regardless of whether they are direct 
or indirect before you can reasonably 
estimate profits and set sales prices. I 
fully realize, however, that many sales 
prices have been set through O.P.A. 
regulations but you must perform an un- 
heard of task to get your cost in line to 
meet such sales prices. Statements and 
reports of all types regardless to whom 
they mzy be distributed cannot give you 
the answer. After you have secured such 
statements, you must take action to con- 
trol and regulate cost. 

Many principles have been developed 
for presenting cost statements to execu- 
tives. Many of these statements have been 


prepared without consultation with map. 
agement or factory supervisors and 4 
waste of time has resulted. Cost dat, 
should be presented with simplicity and 
yet with sufficient data to render it of 
value to the person receiving such data— 
therefore, consultation with management 
should be a pebins Many statements 
are not understandable, inaccurate, lack 
creative facts, and do not offer compati- 
son with standards. In addition, cost data 
issued too late is about as useless as no 
cost data. Promptness is required par- 
ticularly today with competition all about 
us. 
The National Association of Cost Ac. 
countants issued a book of four essays in 
1928 which were based on the ‘‘Presenta- 
tion of Cost for Executives,’ which is 
worthy of your consideration. Although 
these essays were written in 1928, many 
of the subjects contained in these essays 
are useful today and I would like to pro- 
pose that the cost accountants and the 
controllers prepare a joint paper of the 
present thinking on cost presentation. 


Study of Depreciation Policy 


“Depreciation Policy and Postwar Ex- 
pansion” is the title of a recent booklet by 
Lewis H. Kimmel, published by the 
Brookings Institution, Washington 6, 
D. C. This is the eighth in an integrated 
series of studies pertaining to postwar te- 
adjustment and reconstruction. Previous 
studies have covered various aspects of 
postwar problems, such as reemployment, 
tax policy, national income, fiscal requite- 
ments and price controls. The booklet is 
available from the publisher, Washington 
6, D. C., at fifty cents per copy. 

In his summary the author declares that 
“in determining depreciation allowances 
for tax purposes, appropriate weight 
should be given to the views of manage- 
ment as to what constitutes a reasonable 
allowance. Since depreciation is indeter- 
minate in nature, a strict policy is not war- 
ranted. Greater taxpayer discretion in de- 
preciation allowances, subject to appro- 
priate limitations, should be a principal 
objective of postwar tax policy. If more 
discretion is granted to taxpayers, it would 
help to stimulate replacements and new 
investment—especially in the more ven- 
turesome undertakings. The lag between 
technological improvements and _ their 
general adoption would also tend to be 
reduced. Greater taxpayer discretion in 
depreciation allowances merits favorable 
consideration by the Congress and the 
Treasury.” 


Tax Institute Scheduled 


The Fifth Annual Institute on Federal Taxa- 
tion, under the auspices of the Division of 
General Education, New York University, will 
be held in New York beginning November 12 
through November 21, 1946. Details as to the 
program and other information are obtainable 
from Dean Paul A. McGhee, Division of Gen- 
eral Education. 


X.UM 
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Functions of the Corporate Controller 


The following observations constitute 
the substance of an address by Mr. Minor 
a the Accounting Management Discus- 
sion Group of the Northern California 
Management Conference. The author, a 
member of the Controllers Institute of 
America, is manager of the Organization 
and Methods Division, Comptroller's De- 
partment, Standard Oil Company of Cali- 


fornia, San Francisco. 
—THE EpDITORS 


During the emergency period and the 
war years, controllers were presented 
with new and complex problems. Pro- 
cedures were designed and accounting 
performed to meet governmental tre- 
quirements, many of which will con- 
tinue on a permanent basis and some of 
which are or will be terminated. In- 
cluded in the new problems were such 
matters as accounting for Social Security 
taxes, administration of payrolls and 
wage and salary matters in connection 
with the Fair Labor Standards Act, pri- 
ority for materials and accounting un- 
der the Controlled Materials Plan, gov- 
ernment contract negotiation and rene- 
gotiation, price regulation and _ the 
0.P.A., reports to the Securities and Ex- 
change Commission, and special state- 
ments and reports to various govern- 
mental departments, agencies and bu- 
reaus too voluminous to enumerate 
here. 

Now, along with his numerous con- 
tinuing responsibilities, we find the con- 
troller facing many new and difficult 
problems. It can be safely predicted that 
he will be called upon to play an impor- 
tant part in attempting to solve that eco- 
nomic riddle facing business—'‘How to 
pay higher wages with resultant higher 
costs but hold the line on sales prices.” 
One thing seems apparent. Production 
at a volume never before approached 
under a peace-time economy at an opti- 
mum standard of efficiency is required. 
The controller will play a most impor- 
tant part in this program. Standards of 
costs, budgets and forecasts for proper 
planning by management seem essential. 
Systems and procedures must be investi- 
gated, overhauled and operated at peak 
effectivenéss. Whereas during the war 
period, we may say the requirement of 
industry was production at any cost; 
present and future requirements seem to 
be production at controlled costs per- 
mitting satisfactory profits and divi- 
dends to the owners of the corporation, 
its stockholders. Thus, we can truth- 
fully say, that the controller is merely 
exchanging some of his war-time re- 
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sponsibilities for new responsibilities 
under the postwar economy. 

After these general remarks, it seems 
desirable to investigate more specifically 
the functions and relationships of the 
corporate controller. Historically, secre- 
taries and treasurers have been found as 
corporate officers in the earliest busi- 
ness transactions and have long been 
considered indispensable corporate ofh- 
cers. However, the controller, as a cor- 
porate officer, is an outgrowth of more 
recent years. While there is no question 
of the importance of the controller .in 
the business organization, the treatment 
of the position within the corporate 
structure has not become as universal or 
uniform as in the case of the secretary or 
treasurer. 


EXAMINE THE STRUCTURE 


It thus becomes necessary to examine 
the corporate structures of representa- 
tive companies in order to obtain a com- 
posite picture to indicate the prevalent 
relationship between the controller and 
the corporate officers and directors. 

At this point, I wish to refer to a pam- 
phlet published in 1944 and entitled 
“The Functions of Corporate Secre- 
taries, Treasurers and Comptrollers” 
prepared by D. H. Voorheis of the De- 
partment on Organization, Standard 
Oil Company of California with the 
able assistance of J. Hugh Jackson, Dean 
of the Graduate School of Business, 
Stanford University. This pamphlet was 
the result of an on-the-ground study of 
some representative 25 corporations. 

From the results of this survey, we 
find the following: 

A—22 of the companies use the title—comp- 
troller or controller; 3 do not 

B—17 of the companies include the controller 
in the by-laws as an officer; 8 do not 

C—In 7 of the companies the controller is ap- 
pointed by the Board of Directors or the 
ranking administrative officer authorized to 
appoint other officers 

D—In 18 of the companies the appointment 
was made in some other manner generally 
by some other officer 

The corporations studied were thus 
almost unanimous in their use of the 
title, comptroller or controller, and the 
majority included the controller in the 
by-laws as a corporate officer. Under any 
circumstance, it is generally accepted 
that the controller must have ready ac- 
cess to the actions of the board. This is 
brought about by having the controller 
as an officer of the corporation, by com- 
bining more than one office in an indi- 
vidual, such as secretary-controller, or 
by having him report first hand to an 
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officer or director, in many instances to 
the president of the corporation. For 
the Board of Directors to effectively uti- 
lize the services of the controller, it is 
apparent that he must either be a mem- 
ber of “top management” or have first 
hand access to it. 

Although there are general character- 
istics common to the position of con- 
troller in virtually all companies, the 
specific functions assigned to the posi- 
tion will be found to vary considerably 
in each individual case. In this regard, I 
can recommend to you the book, ‘“‘Con- 
trollership—Its Functions and Tech- 
nique,” by J. H. MacDonald, vice-presi- 
dent, National Broadcasting Company, 
and published in 1940 by the Control- 
lers Institute of America. (Mr. MacDonald 
was elected president of The Institute in 
September, 1946.) 

In this book, Mr. MacDonald fur- 
nishes a standardized definition of the 
duties of the controller as developed by 
the Controllers Institute of America. 
This definition reads in part as follows: 

“The duties of the controller shall be 
to maintain adequate records of all as- 
sets, liabilities and transactions of this 
corporation; to see that adequate audits 
there-of are currently and regularly 
made; and, in conjunction with other 
officers and department heads, to ini- 
tiate and enforce measures and proce- 
dures whereby the business of this cor- 
poration shall be conducted with the 
maximum safety, efficiency and economy.” 


SPECIFIC FUNCTIONS 


If we break this definition down into 
more specific functions, we will find 
that some, if not all, of the following 
duties will apply to the position of con- 
troller in any corporation. 


1. The installation and supervision of the ac- 
counting records of the company. 

2. The preparation and interpretation of the 
financial statements and reports. 

3. The continuous audit of all accounts and 
records of the company, wherever located. 

4. The compilation of production, manufac- 
turing, distribution and selling costs. 

5. The taking and costing of physical inven- 
tories. 

6. The supervision of matters relating to taxes 
including the preparation and filing of tax 
returns. 

. The preparation and interpretation of sta- 
tistical reports. 

8. As budget director, the establishment, 
maintenance and coordination of the com- 
pany’s system of budgetary planning and 
control, 

9. The ascertainment currently that the prop- 
erties of the corporation are properly and 
adequately insured. 


(Please turn to page 572) 








Controllership Faces Unparalleled 
Opportunities in Year Ahead 


On the occasion of his election to the 
presidency of the Controllers Institute of 
America, on September 16, Mr. John H. 
MacDonald, who is vice president of the 
National Broadcasting Company, New 
York, presented a number of pertinent 
observations on the role of controllership, 
individual controllers, and the Controllers 
Institute of America in the economic de- 
velopments of the coming year. Mr. Mac- 
Donald's text follows. 

—THE Epirors 


There are various kinds of speeches 
which one could give on an occasion such 
as this. For example, it might be useful 
to lay down a platform for The Institute 
for the coming year. However, I would 
prefer to talk about this year’s accomplish- 
ments next year rather than attempt to 
forecast them now. Again, there is much 
which might be said concerning the im- 
portance of the Controller to his company 
and the part which The Institute has 
played in the past fifteen years in securing 
recognition of controllership by business 
management. Such a discussion, however, 
would merely repeat that which has been 
emphasized many times in the past. 

Instead of talking on subjects such as 
these, therefore, I have decided to com- 
ment briefly on the economic situation in 
which the country finds itself today and 
to indicate the contributions which we, as 
an organized body of financial officers, can 
make thereto. I have chosen this approach 
because I am convinced that at no time 
since its organization in 1931 has the 
Controllers Institute of America had a 
greater opportunity—and responsibility— 
to make a constructive contribution to 
good business management in the United 
States and to the maintenance and devel- 
opment of the American system of free 
enterprise both in this country and 
throughout the world. 

Fifteen years ago, when The Institute 
was formed, business in this country was 
slipping rapidly into the worst depression 
in its history. Although we did not know 
it then, the New Deal, carrying with it the 
long line of government controls of busi- 
ness with which we are all so familiar, 
had already been conceived. Since then 
we have seen a major depression followed 
by a partial recovery, World War II and 
a year of halting reconversion. We have 
also seen a far-reaching and fundamental 
change in the social and economic philoso- 
phy of virtually the entire world. I ques- 


By John H. MacDonald 


tion whether even today there is a com- 
plete realization of how far these concepts 
of the degree to which private enterprise 
should be regulated by Government have 
gone. To be sure, some restrictions im- 
igi during the war have been lifted, 
ut in many cases, important policy de- 
cisions still are made only after careful 
consideration of probable Washington re- 
action. I do not regard this as the proper 
atmosphere in which to conduct the affairs 
of a business organization. 

Now, lest I be accused of being a re- 
actionary who is completely out of touch 
with the developments of the past fifteen 
years, let me say at once and with equal 
emphasis, that business management, in 
my personal opinion, brought a certain 
amount of the New Deal philosophy on 
itself. I doubt if there is a man in this 
room who is not at least familiar with 
cases in which greed, a desire for power 
and disregard for the equities of the situa- 
tion played their part. Unfortunately, 
business has practiced its excesses too. It 
is not too strange, therefore, that we con- 
tinue to have the scores of laws whereby 
Government regulates business. 


CONTROLLER: BALANCE WHEEL 


In this situation the controller and this 
Institute have an unparalleled opportunity 
to act as a balance wheel between those 
who advocate a return to /aissez faire and 
those who would regulate private enter- 
prise to literally within an inch of its life. 
By nature and training, the controller is a 
fact finder, an analyzer and an interpreter. 
His is the objective approach in which all 
extremes of opinion are weighed in order 
that an equitable solution may be ob- 
tained. His defense of the American cap- 
italistic system must be adequate and 
forceful—which also means that it will 
not always be popular in certain quarters. 
The controller who follows this road will 
do much, in my opinion, to preserve free 
enterprise in this country. Since it is clear 
that today the world is looking to the 
United States for proof that the American 
system will work, the man who helps 
demonstrate its soundness here is making 
a very real and personal contribution to 
world democracy for which two World 
Wars have been fought. 

Although reconversion from war to 
peace has not yet been completed, due to 
delays with which we all are familiar, the 
broad course which business is likely to 
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follow in the next few years and the ptob. 
lems it will create for business manage- 
ment—and thus for controllers—are 4]. 
ready reasonably clear. 


TOMORROW'S COMPETITION 


First and of fundamental importance js 
the matter of competition. I believe that 
the next twelve months will be an era of 
increasingly intense competition both be- 
tween companies and industries. Not only 
must one manufacturer’s brand compete 
with those of others, but the products of 
one industry must compete for the con- 
sumer’s dollar with those of many others, 
In my own company, for example, we 
must not only compete with other broad- 
casters but the broadcasting industry as a 
whole must compete with newspapers, 
magazines and all other media for ad- 
vertising expenditures. In addition, in our 
case we have the further problem of de- 
veloping an entirely new medium—Tele- 
vision—while at the same time maintain. 
ing our revenues and profits from sound 
broadcasting in order to pay for the large 
capital investments and operating losses 
which are inevitable to its development. 

It is obvious that this era of intensive 
competition which is just ahead of us will 
necessitate a'type of thinking by the con- 
troller about economic fundamentals 
which far transcends in importance the 
daily rountine of accounting procedure. 
The 1947 budgets of all well managed 
companies will be much more than a 
series of hopeful guesses based largely on 
past experience. Their preparation will re- 
quire not only information about broad 
economic trends, but a thorough knowl- 
edge of company policies and plans, mar- 
kets, products and operating costs. The 
importance to a company of knowing its 
costs was never more evident than it is 
today. As the executive having the final 
responsibility for both budgets and cost 
accounting, the controller is in a strategic 
position to advise top management 
through the proper use of these tools. | 
am sorry that time does not permit a more 
extensive discussion of these matters here 
but I would strongly urge that each con- 
trol give these important subjects ade- 
quate treatment at their local meetings. 

Another field for constructive work by 
controllers in the year ahead concerns the 
acceptance and understanding by stock- 
holders, employees and the public genet 
ally of published financial statements. As 
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you all know, the Controllership Founda- 
tion, in which the Controllers Institute has 
a vital and continuing interest, has se- 
lected this subject for its first research 
roject. Surely there is no activity in 
which the controller can be more helpful 
to his management than the preparation 
of clear and understandable financial state- 
ments. This comment, I may add, applies 
with equal force to statements prepared 
for internal use by top management and 
department heads. Operating executives 
are not accountants but controllers must 
have the operators’ point of view and an 
understanding of his problems if they are 
to be of maximum help to departments 
and top management. The president of a 
large company once told me that any one 
who can add and subtract can be an ac- 
countant. While this statement leaves 
much to be desired insofar as adequate 
appreciation of the nature of accounting 
by management is concerned, it does 
clearly illustrate the necessity of stating 
the facts clearly and simply and in lan- 
guage which the layman can clearly un- 
derstand. 


FIGURE MAN vs. PoLicy MAN 


In reading the comments of certain top 
executives and controllers recently on the 
place of the controller in the organization, 
I was surprised and chagrined to find the 
statement made that in some cases top 
management regards the controllership 
function as of more importance than the 
controller regards it himself. Within the 
obvious bounds of good taste—and of 
course with due regard to the facts—it 
has been my observation that the stand- 
ards by which a man judges himself go 
far in establishing the opinion in which 
he is held by his associates. If the control- 
ler is so foolish as to refer to himself as 
“just a figure man” and to emphasize his 
lack of participation in 7 determina- 
tion and his ignorance of operations, then 
he is not, in my opinion, a real controller 
at all but is, in fact, “just a figure man.” 
It is only necessary to draw attention to 
the increasing number of members of the 
Controllers Institute who hold top execu- 
tive positions—including those who have 
been promoted to the presidencies and 
general managerships of their companies 
—to prove that the controller's position, 
like the presentation of the figures with 
which he deals, is largely what he makes 
it. If every member of The Institute will 
keep this simple but all-important fact in 
mind this year—and do something about 
it personally—he will have made a direct 
and constructive contribution both to con- 
trollership as a whole and to the company 
which he serves. 

_ A word concerning The Institute itself 
is in order before I close. During the past 
yeat The Institute has made worthwhile 
Pfogtess, as indicated by the report of the 
tetiting President and the reports of the 
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JOHN H. MacDONALD 


Institute’s New Leader Has 
Had Active Career 


Mr. John H. MacDonald, the newly elected 
president of the Controllers Institute of 
America, and the fifteenth to hold that post, 
has long been identified with the activities 
of The Institute, to which he was elected on 
March 17, 1932. He is holder of The In- 
stitute’s certificate number 56 and is now 21 
in the list of active members. 

A native of Brunswick, Maine, Mr. Mac- 
Donald received his early education in Provi- 
dence, Rhode Island, before moving to Cali- 
fornia, where, after a year at the University 
of California, he joined the United States 
Army in World War I. 

After the Armistice, he entered New York 
University’s School of Commerce, special- 
izing in business management and finance. 
Following his graduation with the degree of 
Bachelor of Commercial Science (1922) and 
Master of Commercial Science (1923), he 
spent the next five years as an instructor and 
assistant professor of management at the 
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University. During this period he wrote nu- 
merous articles which appeared in business 
and professional publications, and was active 
as a business consultant. 

In 1928 Mr. MacDonald joined the Mc- 
Graw-Hill Publishing Company as assistant 
secretary in charge of office management and 
personnel. Subsequently he became control- 
ler of A. I. Namm and Sons, controller of 
Walker Heisler, and secretary of Trade 
Ways, Inc. 

Mr. MacDonald was asked, in 1936, to 
become head of the cost accounting depart- 
ment of the National Broadcasting Company. 
Subsequently he became budget officer, busi- 
ness manager of the radio recording division, 
assistant treasurer, assistant to the vice-presi- 
dent and general manager. In 1942 Mr. Mac- 
Donald was appointed to his present posi- 
tion of vice-president. In this capacity he is 
not only the financial officer of the company, 
but is also in charge of labor relations and 
a member of the management committee. 

Mr. MacDonald is married, the father of 
two daughters, and lives in, Pelham Manor, 
New York, where he is a member of the 
Board of Governors of the Pelham Country 
Club. 

The Institute’s new leader is the author of 
“Business Organization and Management”; 
“Office Management” ; “Practical Budget Pro- 
cedure”; and “Controllership, Its Functions 
and Technique.” Besides being active in the 
Controllers Institute of America, the Ameri- 
can Management Association and the Na- 
tional Office Management Association, he 
has been a speaker at their national and lo- 
cal meetings, 

In the Controllers Institute, he served on 
the national board of directors for a three- 
year term, beginning 1939, and then as a 
member of the advisory council for a four- 
year term, which was concluded on August 
31 of this year. Chairman of The Institute’s 
national executive committee for 1941-1942, 
Mr. MacDonald had previously served as 
chairman of the national Committee on Edu- 
cation for the 1937-1941 terms. In the fiscal 
year, 1932-1933, he was chairman of The In- 
stitute’s national Committee on Publications. 
Mr. MacDonald also served as president of 
the New York City Control during 1938- 
1939 and subsequently was a member of the 
advisory council of that Control through the 
1945 term. 





various committees. During the coming 
year it is the plan of your President and 
the National Board of Directors to con- 
duct the affairs of the Institute on a busi- 
ness and democratic basis and in keeping 
with the desires and needs of all] of the 
members. Your opinions and suggestions, 
of course, will be welcomed and given 
full consideration. Your cooperation in 
making 1946 and 1947 a year of construc- 
tive accomplishment for the Controllers 
Institute of America is anticipated and 
expected. 


* * 


The Way to a Balanced Budget 


If we can get the cooperation of Con- 
gress, and the people in all kinds of 
groups quit running here (Washington) 
for money, we ought to be able to balance 
the budget and reduce taxes too. 
—Representative Robert L. Doughton 
(D. N. C.) Chairman, House Ways and 
Means Committee 


Blackstone 





WILLIAM R. LITTLE 


Heads Planning Committee of Controllers 
Institute for 1946-1947 Term 
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Controllers Elect National Officers 


John H. MacDonald, vice-president of the 
National Broadcasting Company, New York, 
was elected president of the Controllers Insti- 
tute of America at the Monday, September 16, 
business session of The Institute's Fifteenth 
Annual Meeting in the Hotel Commodore, New 
York. Mr. MacDonald succeeded Edwin E. 
McConnell, controller of the Norton Company, 
Worcester, Massachusetts. 

Four new vice-presidents were named to of- 
fice—Herbert P. Buetow, assistant secretary and 
controller of the Minnesota Mining & Manu- 
facturing Company, St. Paul; Fred F. Hoyt, 





H. P. Buetow 





Homer E. Ludwick 





H. F. Harrington : 


vice-president and treasurer of the Carrier Cor- 
poration, Syracuse, N. Y.; Homer E. Ludwick, 
controller of the Firestone Tire & Rubber. Com- 
pany, Los Angeles; and Thomas J. Tobin, con- 
troller of the Erie Railroad Company, Cleve- 
land. Christian E. Jarchow, vice-president, and 
controller of the International Harvester Com- 
pany, Chicago, was re-elected a vice-president. 


O. W. Brewer, controller of the American 
Gas Association, and L. W. Jaeger, controller 
of Clark-Babbitt Industries, Inc., both of New 
York, were reelected treasurer and assistant 
respectively. 


treasurer, Arthur R. Tucker, 









Fred F. Hoyt 


A: 


W. H. Carr 





T. J. Tobin 


F. Pendlebury 









George R. Rankin 


founder of the Institute, was renamed manag. 
ing director. 

In addition to Mr. MacDonald, six new dj. 
rectors were chosen by the controllers—William 
Herbert Carr, comptroller of the California 
Packing Corporation, San Francisco; Walter }. 
Dupka, controller and assistant secretary of the 
Jones & Laughlin Steel Corporation, Pittsburgh: 
H. F. Harrington, vice-president of the Boat. 
men’s National Bank of St. Louis; Charles F 
Pendlebury, secretary and assistant treasurer of 
Veedor-Root, Inc., Hartford, Conn.; George R, 
Rankin, controller and assistant treasurer of the 
Artloom Corporation, Philadelphia; and O, H. 
Ritenour, controller of the Washington Gas 
Light Company, Washington, D. C. 


Shelburne 





C. E. Jarchow 


Hans Roth 





Walter H. Dupka 


Casson 





O. H. Ritenour 
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Institutes 15th Annual Meeting 
Tops All Previous Marks 


A wide-compass “pec of today’s 
economic panorama, by the largest con- 
cave of corporate controllers ever as- 
sembled under the auspices of the Con- 
trollers Institute of America, was 
undertaken at The Institute’s Fifteenth 
Annual Meeting, September 15-18, in 
New York. Highlights and_ significant 
events followed closely one after another 
as The Institute likewise made due observ- 
ance of its Fifteenth Anniversary with a 
special dinner on Sunday evening, prior 
to the opening on the following day of 
the business and general sessions, at 
which attendance marks were set exceed- 
ing any previous occasion. 

The climax of The Institute’s Annual 
Meeting came on Tuesday evening when 
the controllers and their guests gathered 
for the Fifteenth Annual Banquet, to 
hear Mr. Thomas I. Parkinson, President 
of The Equitable Life Assurance Society 
of the United States, and Mr. Henry Haz- 
litt, member of the Editorial Board of 
“The New York Times.” Mr. Hazlitt, in 
discussing ‘Whose Corporations Are 
They ?,”” emphasized that “the chief bene- 
ficiaties of the corporations, from the 
standpoint of the income derived from 
them, are the workers employed by the 
corporations. 


“They are not only first in priority,” he said 
—before the stockholders and the bondholders 
—“but they are overwhelmingly first in the 
amount they receive. The Department of Com- 
merce, in estimating the distributive shares of 
all corporate production for 1944, found that 
the employees got 61 per cent. of the total, and 
that after deduction of other costs and taxes 
there was left for net profits 9 per cent. In this 
over-all picture, in other words, the employees 
got from the corporation between 6 and 7 times 
as much as was available for the stockholders. 

“It might be objected that the word employee 
is a very big word. It includes the salaries of 
the top officers of the corporation as well as of 
the lowest-paid worker. Do not, it might be 
asked, the officers of the corporation get the 
lion’s share of these total payrolls? Official 
census figures for 1939 show that the salaries of 
salaried officers of all manufacturing concerns 
in that year totaled $757,000,000, and that all 
other salaries and wages paid by manufacturers 
in that year totaled $10,874,000,000. In other 
words, the executives of the corporations got 
only 614 per cent. of the total wages and sala- 
ties paid out. 


PuBLic Mis-UNDERSTANDING 


“While these are the facts, they are not at 
all the general public's idea or the average 
wotker’s idea of the facts. A survey made by 
the Opinion Research Corporation, for example, 
found that the average worker is convinced that 
he now gets only a small slice of the produc- 


By Paul Haase 


tion pie. Sixty-four per cent. of the workers 
interviewed actually believed that industrial 
companies pay out more to the stockholders 
and to top management than they do to the 
workers. The typical factory worker, it was 
found, believes t:at wages take only about one- 
quarter of the money paid to workers, execu- 
tives and stockholders, though the basic situa- 
tion is exactly the other way around. 

“Unless the workers understand the private 
enterprise system,” Mr. Hazlitt said, ‘‘and un- 
derstand what it means for them, they will de- 
stroy it. And unless management makes it pos- 
siblz for the workers to understand the system 
by taking every opportunity to explain the real 
facts, it will merely be cooperating in its own 
destruction. 

“Production will not go on automatically. It 
will continue only as long as the business man- 
agers responsible for the production see a profit 
in continuing it. On net balance and in the 
long run, that profit may be a very small part 
of the national income. But it is a very vital 
part, a part upon which the rest of the national 
income depends. The spark-plugs in an auto- 
mobile are only a tiny part of the total weight 
of the car, but unless they function, the auto- 
mobile will not be able to run at all. 

“This is what labor must be brought to un- 
derstand. It is the responsibility of business 
and of management, in their own selfish inter- 
est, to make labor understand it. Their neglect 
of this responsibility is astonishing, and the 
present state of mind of many labor unions re- 
garding this relationship is also astonishing.” 


PRICE-WAGE TRENDS 


Recommending a demobilization of the 
present governmental set-up and a return 
to the states of the control of local affairs, 
the second banquet speaker, Mr. Parkin- 
son, declared that the “$170 billion of 
money still available to the people of the 
country is the chief reason for mounting 
prices and the resulting demand for 
higher wages.” 


“This money supply,” he said, “is the prin- 
cipal means of sustaining the low interest rate 
on government and other borrowing charges so 
often referred to by responsible government 
officials as a source of saving to the average 
citizen. Actually, this does not represent a sav- 
ings,” the Equitable’s president added, ‘Since 
what is saved in interest payment because of 
the low interest rate is lost in prices which 
everybody pays for practically everything be- 
cause of the mass excess of money which sup- 
ports the low interest rate. 

“A special need for demobilization in the fi- 
nancial and monetary fields,’’ was cited by Mr. 
Parkinson as he pointed out that, “the nation’s 
total expenditures for the fiscal year 1946-1947, 
amounting to $41 billion, included $23 billion 
for non-defense purposes. That sum,” he added, 
“is as much as was expended by the federal 
government during the three years 1943-45. 

“Congress,” Mr. Parkinson stated, “should 
take back its legislative and law-making powers 
and leave the executive departments to do that 
which Congress says should be done.” He cited 
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the recent legislation streamlining Congress as 
one means of re-establishing congressional pres- 
tige “as representative of the people and their 
law-making body.” 

“The new legislation modernizing the Con- 
gress provides expert guidance needed to give 
it information and technical aid in reaching in- 
telligent judgments and drafting executive 
laws,” Mr. Parkinson said. He also pointed out 
that the need for meeting war emergencies re- 
sulted in expansion of national government, 
“with the centering in Washington of many 
things that had been and should be handled 
locally in peacetimes.”’ 

Mr. Parkinson claimed that the legislative 
bodies, particularly Congress, should be our 
policy-determining and law-making agencies. 
The recent legislation streamlining Congress 
gives back to that body some of its legislative 
and law-making powers, he admitted, but, he 
added, that a major task facing even this 
streamlined Congress is that of halting the con- 
tinuing trend of inflation as one step in the di- 
rection of inflation curbs. Congress should, he 
said, provide “‘a commission with full power to 
survey and report on all the financial problems 
left by the war.” 

Reiterating that a “large part of our present 
confusion stems from the current over-supply 
of money,” Mr. Parkinson said that “even a 
sales tax should be preferable to the indirect 
tax which higher prices impose on everybody.” 

The Annual Meeting had opened offi- 
cially on Monday morning, with a busi- 
ness session at which the current and fu- 
ture programs of The Institute were 
reviewed by President E. E. McConnell 
and Managing Director Arthur R. Tucker, 
following which the work of the Control- 
lership Foundation, Inc., was outlined by 
its President, Mr. Daniel J. Hennessy. Dr. 
Claude Robinson, President of Opinion 
Research Corporation, presented an ad- 
dress on “The Degree of Public Accept- 
ance of the Facts and Figures of Business 
Accounting,” which is the subject of the 
first study being undertaken by the Foun- 
dation. 


J. H. MacDonaLp ELECTED 


Thereafter, at the luncheon session, 
formal announcement of the officers, 
elected for the 1946-1947 term, was made 
by General Chairman William Widmayer, 
comptroller of Guaranty Trust Company 
of New York, who then introduced The 
Institute’s new president, Mr. John H. 
MacDonald, vice president of National 
Broadcasting Company. Mr. MacDonald's 
acceptance address, emphasizing the con- 
troller’s important role in meeting the in- 
tense competition ahead, appears on pre- 
ceeding pages of this issue. 

The international control of atomic en- 
ergy was the subject presented at the 
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Annual Meeting Addresses | 
In Special Booklets 


Six special booklets embodying 21 
of the papers and addresses presented 
at The Institute’s recent Fifteenth An- 
nual Meeting are being published. 
One copy will be sent to all members 
of The Institute. Additional copies are 
available, at 50 cents each, from na- 
tional headquarters: One East Forty- 
Second Street, New York 17, N. Y. 
The titles in the series are: 

“The Controllers Institute: 
Today, and Tomorrow.” 

“Fiscal and Economic Problems and 
Policies.” 

“The Controller’s Interest in Pub- 
lic Relations.” 

“Controllership Problems in Distri- 
bution.” 

“Controller’s Reports to Top Man- 
agement.” 

“The Search for Social Security.” 

Other papers and addresses, not in- 
cluded in these booklets will be pub- | 
lished in issues of “The Controller” | 
beginning with the November num- | 

c 


Then, 











Monday luncheon by Mr. Chester I. Bar- 
nard, president of the New Jersey Bell 
Telephone Company, who was a member 
of the five-man State Department Board 
of Consultants on methods of control of 
atomic energy. 


“Those who object to parting with a small 
portion of that thing called national sover- 
eignty to the extent necessary to control the 
atomic bomb in the interests of all, seem to me 
to make as their objective that we shall win the 
wars in which we may become engaged, and 
nothing more,” Mr. Barnard pointed out. 

“Let us assume that we shall always win our 
wars. It will still remain, I think, that the win- 
ner in modern war will also lose. The destruc- 
tion which the wars of the future will impose 
on the winner and the loser alike is likely to 
make the question of who wins of little conse- 
quence. More than all, I think those who take 
this independent and isolated position do not 
sufficiently envisage the peacetime consequences 
of failure to establish international control of 
atomic energy. 


NEED For ATOM CONTROL 


“Let me outline what I think those conse- 
quences are. If, unhappily, we should definitely 
discover that it is impossible to secure a work- 
able international agreement for the control of 
atomic energy, we shall begin with increasing 
energy to speculate on whether or how soon 
other nations will have the secret and will be 
engaged in the production of atomic explosives. 
It will not be long before we shall first fear and 
then be certain that these other nations have 
this means of destruction. By that time we shall 
be certain that though there is no defense 
against the atomic bomb, it is at least possible 
for us to reduce our vulnerability. 

“The concentration of our population and 
our industries in large cities and in vast manu- 
facturing plants is the condition of maximum 
vulnerability not only to atomic bombs but to 
other types of bombs as well. The reduction of 
that dangerous condition calls for the disper- 
sion of both our industrial plants and our pop- 
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ulation. If that were to be done quickly—say in 
10 or 20 years—the cost would be so great as 
to reduce our standard of living to an extremely 
low level. Even the beginning of an attempt to 
do so would affect the structure of urban real 
estate values, as well as those of industrial 
plants, as to shatter the entire economy of the 
country. 

“The drastic destruction of the values of 
both residential and other properties and the 
extreme opposition to the forced dispersion of 
populations all seems to me impossible of ac- 
complishment except under a scheme of regi- 
mentation that would be nothing less than 
totalitarian government. Before such a redistri- 
bution of our industrial resources could be ac- 
complished, and even after that, we should be 
subjected to a life of perennial fear. The bur- 
dens of constant preparations for defense on a 
scale of which we have no experience in this 
country in peace times would be our perpetual 
lot. 

“The perennial fear of impending destruc- 
tion to which I have referred is probably more 
deadly to our civilization than even the im- 
mense burden of taxation which constant prepa- 
ration for defense against atomic warfare would 
impose. 

“The significance of the efforts to find a 
workable plan for the international control of 
the materials of atomic energy and of outlawing 
atomic bombs,’’ Mr. Barnard stated, “lies not 
in the fact that it is the worst or the only means 
of mass destruction, but in the fact that of all 
these means, it is probably the easiest to sub- 
ject to international control. If such control 
could be achieved with respect to atomic bombs, 
there is some prospect that means of doing so 
could be expanded or adapted to the control 
of other means of mass destruction. 

“The control of bombs is not the end, but 
only the beginning. One must remember that 
control of chemical or biological means of war- 
fare would be far more difficult, and that if 
control of the bomb is not feasible, there is 
little hope of any control being established.” 


INDIVIDUAL SECURITY 


The important social factor of security 
was analyzed from two vantage-points, 
corporate-individual pension and _profit- 
sharing plans and national policies in So- 
cial Security, at the Monday afternoon ses- 
sion at which Messrs E. B. Gardner, 
second vice president of the Chase .Na- 
tional Bank, New York, and John M. 
Hines, associate director of group annui- 
ties, Equitable Life Assurance Society, re- 
spectively discussed the case for “‘trustee- 
ing” versus “insuring.” The growth, 


function and trends of profit-sharing. 


plans were then discussed by Mr. Richard 
Jackson, attorney of Chadbourne, Hunt, 
Jaeckel and Brown, who declared that 
“the operation of Treasury rules, has pro- 
duced a marked trend in the use of 
profit-sharing plans.” The relative advan- 
tages of a profit-sharing plan as against a 
pension plan, said Mr. Jackson, are: 


“From the viewpoint of the employer, a 
profit-sharing plan has much in its favor. Man- 
agement, no matter how generous, does not 
welcome the burden of fixed annual charges 
which a pension plan carries, while profit-shar- 
ing plans require employer contributions only 
when the company presumably can afford them. 

“Again, there are many who feel strongly 
that fixed employee annuities or pensions dull 
the initiative of the employees. In a profit-shar- 


(Please turn to page 578) 





E. E. MCCONNELL 


Honored upon Retirement 
As Institute’s President 
During 1945-46 Term 


Upon the occasion of the Fifteenth An- 
niversary Dinner of the Controllers Insti- 
tute of America, on September 15 in New 
York, the following tribute to retiring 
President E. E. McConnell was read by 
Mr. Arthur R. Tucker, founder and man- 
aging director of The Institute: 


‘In the jumble of conflicting economic 
forces which made up the business scene in the 
months following the cessation of hostilities, 
the greatest needs of controllers as a class, and 
of industry and commerce, were a carefully 
charted course, leading to a defined objective, 
and leadership which would insure adherence 
to that course. Our organization turned to a 
vigorous, active member, Mr. E. E. McConnell, 
for that leadership. 

“Reconversion meant quick changes in the 
course of business; sudden stops and starts and 
changes. of direction, new orders from federal 
agencies, and labor difficulties. Managemenis 
were plagued by a long succession of interrup- 
tions and stoppages. It became a difficult mat- 
ter indeed to keep a clear perspective as to 
routes, destinations and objectives. 

“Our President put emphasis on making 
available to controllers the latest information 
obtainable concerning each of the changes 
made by governmental agencies in the process 
of modifying and removing controls. He saw 
quickly the great benefits which would flow to 
business from prompt dissemination of such 
technical information. The Institute's program 
in that field was widened and strengthened. 

“Our leader's visits to groups of members 
in various sections were stimulating and belp- 
ful. His contributions to studies of Institute 
problems aided greatly in their solution. 

“Gathered here tonight it is the wish of the 
officers and directors who have served with 
him during the past year to pay tribute to his 
constructive service and the steadying influence 
which he has had on The Institute and its 
work in a period of crisis; and to wish him 
many more years in this work. These good 
wishes are warm and sincere, in keeping with 
our leader's own genial personality.” 
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Suppose they wore price tags? 


If every report reached you with 

its cost attached, you might be in for 
a surprise! Chances are, it entailed 
copying figures and copying them 
again. Sorting and filing—and 
searching. Expensive? Of course! 


By using Comptometer Peg-Board 
applications, you eliminate these need- 
less and money-eating accounting 
steps. Because this common sense way 


MW. AYER & SON 


enables original postings to produce 


final results. 

The first posting of a sale or an 
expenditure or a labor item is the 
last. It need never be copied again. 

Economy-minded business—large 
and small—is discovering the flexi- 
bility of Comptometer Peg-Board 
accounting, which yields any combined 
statement you wish—be it on sales, 
inventory, or other accounting jobs. 
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To learn how to simplify your own 
problems, write or telephone your 
nearest Comptometer representative. 
The Comptometer, made only by Felt 
& Tarrant Manufacturing Co., is sold 
exclusively by the Comptometer Com- 
pany, 1734 North Paulina Street, 


Chicago 22, Illinois. 


COMPTOMETER 


Reg. U. S. Pat. Off. 
ADDING-CALCULATING MACHINES 
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Scanning the Controllership Scene 








Corporate Shareholders Exceed Employees 


The number of people who own a part of the nation’s big 
manufacturing companies is much greater than those who 
work in them. For example, in 1935, approximately 3 mil- 
lion shareholders owned 72 of the nation’s biggest manufac- 
turing companies. By 1945 the total was 4 million, an increase 
of 17 per cent. Total employees of the 72 companies in 1945 
were approximately 3 million. 


Failure To Report to SEC Draws Fine 


In full payment of a $50,000 claim, a New York firm has paid 
$10,000 to the Government in forfeitures under Section 32 (b) of 
the Securities Exchange Act of 1934. The penalty—first of its kind 
—was levied against the company for its failure to file annual re- 
ports with the Securities and Exchange Commission as required 
under Section 15 (d) of the act. 

The firm, it was reported, obligated itself to file such reports when 
it filed a registration statement in connection with the prior regis- 
tration of securities under the Securities Act of 1933. Such issuers 
of securities, the SEC explained, are liable to forfeiture of $100 for 
each day they fail to comply with provisions of Section 15 (d). 

In announcing receipt of the company’s certified check, payable 
to the United States Treasury, the SEC explained that the Govern- 
ment had settled the $50,000 penalty claim for $10,000 “because 
of the mitigating circumstances” surrounding the company’s failure 
to file the annual reports. 


Government Asked to Encourage Profit-Sharing 


A resolution, directing the Senate Finance Committee to 
make a study of profit-sharing systems and the part gov- 
ernment could play in encouraging their wider adoption by 
industry, was introduced just before the recent session of 
Congress adjourned, by Senator William F. Knowland. Said 
the Senator: Profit-sharing systems could make strikes so 
unprofitable that they would rarely occur. The government 
might encourage profit-sharing by granting compensatory 
tax exemptions and tax rewards when profit-sharing is 
adopted voluntarily. 


Index of Good Em ployee-Com pany Relationship 


When a company performs one hundred per cent. above the 
average expectation, it is worthy of note. And that is why in- 
terest is centered on the American Rolling Mill Company, 
which, a recent survey shows, has had ninety per cent. of its 
former employees return to their jobs with the company after 
service in the armed forces. This is a far better showing than 
was expected as a result of a wartime poll of servicemen, which 
indicated that only forty-five per cent. intended to return to 
their peacetime employers. In addition, it 15 reported that of the 
remaining ten per cent. of the company’s employees who went 
to war, a considerable number include service women who have 
married and do not expect to return, and another group in- 
cludes younger men who are now taking college training, many 
of whom hope to rejoin the company later. 


“PPBW HDKUWTLCNADEOW D” 


From a recent issue of the “Congressional Record,’ Robert W. 
Leach, president of Unemployment Benefit Advisors, Inc., has culled 
the following: 

“Just between a taxpayer and a tax consultant, what do these let- 
ters stand for: PPBWHDKUWTLCNADEOWD? ' 

“Previously poor bookkeepers who have diligently kept up with 
tax laws can now afford dessert even on week days!” 


Half of United States Incomes Under $2,000 


Two out of three United States families have incomes of 
less than $3,000 a year and almost half of America’s families 
take in less than $2,000 a year, according to a joint survey of 
the Federal Reserve Board and the Bureau of Agricultural 
Economics. The figures represent the combined income of 
all members of each family and covered 1945 income before 
taxes. About one in ten families have pooled incomes be- 
tween $4,000 and $7,500, and only three in one hundred fam- 
ilies have joint incomes totaling more than $7,500. 

1945 is believed to have set a record for individual income: 
hence the average family “take” is likely to be less at present. 
Producers and distributors take note! 


Anti-Basing-Point Drive Seen Renewed 


A resumption of the campaign against basing-point pricing 
is reported, following a number of successes by the Federal 
Trade Commission in individual cases which were sustained 
by federal court rulings. The probability of Congressional enact- 
ment of legislation banning the so-called basing system is con- 
sidered meager, however, the same sources indicate. 


Tax Food for Thought 


The United States Senate is slowly eating itself out of the gastro- 
nomic red, according to an official record which discloses that the 
Senate’s eating establishment was successful in reducing its deficit 
to $41,000 for the year ending June 30. In 1942 the deficit was 
$53,000, and for the new fiscat year our solons are asking the tax- 
payers to pick up a tab of only $35,000. 


Group Insurance Part of Personnel Policy 


_ Indications are clear that business and industry increas- 
ingly are making group life insurance a definite part of per- 
sonnel policy. Insurance units report that group life pro- 
grams are being set up at a rate nearly twice that of the pre- 
war period and that the volume of coverage, which experi- 
enced a temporary decline amid the employment changes in 
the reconversion period, has recovered to the record high 
level established just prior to V-J Day. 

Group coveiage increased by $2,500,000,000 since the be- 
ginning of 1946, lifting the mid-year volume to more than 
$25,000,000,000, reports ‘““The New York Times.” An es- 
timated 14,000,000 workers were covered by group policies 
on June 30, compared with 12,000,000 at the start of the 
year. In the five and one half years since 1941, the amount 
of group insurance has increased by 60 per cent. and the 
number of workers insured has risen 40 per cent. Death 
benefits under the group protection are running currently 
at an annual rate of about $180,000,000. 


Lower the Rate: Raise the Total 


Anticipating that the next Congress will make some te 
visions in the Federal tax law, Henry H. Heimann, Executive 
Manager of the National Association of Credit Men, declares 
in his monthly business review that a lower tax rate would be 
the best means of assuring a high production and a continua- 
tion of high employment during 1947 and ’48. He points to 
the period following the fist world war to prove that as tax 
rates were lowered the national income rose and the revenue 
to the government increased. 
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Labor's Return More Than Double Capital's 


Capital does not receive more from the products of industry 
than does labor. Based on figures supplied by the National In- 
dustrial Conference Board, “The Guaranty Survey,” published 
by the Guaranty Trust Company, New York, points out that the 
return to labor was nearly three times the return to “capital,” 
before income taxes, and nearly seven times the return after 
income taxes. The estimates show that “compensation paid to 
employees by all private concerns in 1944 for each dollar of 
private production was 52 cents, and corporate income taxes 
9 cents. The remainder consisted of 6 cents of corporate profits 
and 14, cents of net income to proprietors. If these last two 
items are taken as measuring the return to capital, then capital 
received 20Y, cents, as against 52 cents to labor.” 


Who Gets the Increase? 


OPA says that the new cotton textile ceilings will add $500 mil- 
lion to gross sales of cotton mills. True enough, notes the “New 
York Journal of Commerce,” but the mills must pay out this amount 
for higher price raw cotton. So . . . who gets the $500 million dol- 
lars? 


No Bank Failure in 27 Months 


There has not been a bank failure in the United States in 
27 months, the Federal Deposit Insurance Corp. reports. 

The F.D.I.C. said that of 14,740 banks in operation on 
June 30, 13,526, or 92 per cent., with deposits approximat- 
ing $150 billions, were insured by it. 


Cancellation Clause Urged in Purchase Contracts 


Warning retailers that many manufacturers are now increas- 
ing use of the phrase “prices subject to change without notice” 
in their billings, the National Retail Dry Goods Association is 
urging dealers to insist on a clause in their purchase contracts 
permitting cancellation of the order if prices should rise out of 
reason. Holding that orders placed subject to a supplier's as- 
serted right to raise prices at the time of delivery are meaning- 
less in law, counsel for the assoctation says: "There can be no 
question whatever that, under provisions of our law, no bind- 
ing contract exists where a seller attempts unqualifiedly to re- 
serve the right to set his own price on goods which are the 
subject of a previous sale.” 


Should We Join the Metrics? 


Increasing inquiries are being received by the Metric Association, 
of which J. T. Johnson, head of the Mathematics Department of 
Chicago Teachers College, is president, regarding the possibility 
that the United States and the British Empire join the rest of the 
world in using the metric system of weights and measures. 

“The metric method, accepted in France in 1799, has spread 
around the globe to all larger territories,’ Mr. Johnson states, “‘ex- 
cept the United States and the British Commonwealth.” 

He points out that the Metric System has the advantages of sim- 
plicity. The meter, the liter, and the gram replace our multitudinous 
measurements such as inch, foot, yard, rod, mile, quart, peck, bushel, 
ounce, pound, hundred weight, and ton. 

Congress made the metric system legal in this country in 1866, but 
the act permitted, rather than made compulsory, the use of the sys- 
tem. 


Where the $$$ Go 


In 1945 one of our biggest oil companies received for crude 
oil, products, and such, a total of $627,626,612. Out of 
each dollar the owners of the business—the 97,166 stock- 
holders—received only 3.7 cents. 

It took 5% cents of each dollar received to pay for ma- 
terials, transportation, and operating costs; 19.2 cents were 
paid to employees (including employee benefits) ; 15.5 cents 
went for taxes, depreciation and other costs, and 4.4 cents 
were retained for development of the business. 
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Banks Active in Loan Field 


The nation’s 15,000 commercial banks made approximately 39 mil- 
lion separate loans to business and individuals during 1945. Loans 
reached a ten-year high of $31 billion at the end of that year, represent- 
ing an increase of 43 per cent. over 1938. 

A recent consumer credit survey by the American Bankers Associa- 
tion shows that of the 15,000 commercial banks in the United States— 

12,000 make loans to small businesses and individuals 

10,500 make personal loans, small and large 

9,400 make automobile loans, direct or indirect 

8,000 finance time sales of goods and equipment 

7,900 make modernization loans to property owners 
5,100 make FHA Title 1 loans, usually for home repairs. 


Corporation Profits before and after Taxes 


1929-1945 
Index of 
Industrial Pro- 
duction (Federal 
Reserve Board) 


Percentage 


Profits in millions of dollars of reduction 


Year Beforetaxes Aftertaxes duetotaxes 1935-1939 = 100 
1929 9,770 8,337 —15 110 
1930 3,220 2,348 —27 91 
1931 —846 —1,365 —61 75 
1932 —3,100 —3,489 —13 58 
1933 99 —444 —548 69 
1934 1,640 866 —4A7 75 
1935 3,141 2,188 —30 87 
1936 5,597 4,150 — 26 103 
1937 6,126 4,575 —25 113 
1938 3,151 2,069 —34 89 
1939 6,374 4,868 —24 109 
1940 9,185 6,248 —32 125 
1941 17,050 9,141 —46 162 
1942 20,969 9,179 —56 199 
1943 24,908 9,945 —60 239 
1944 24,077 9,757 —59 235 
1945 20,875 9,080 —57 203 
Sources: Survey of Current Business, April 1946; Federal Reserve 


Bulletin, April 1946. 


Lo! The Poor Indian 


Although our Indians have unrestricted rights to fish, as 
guaranteed by treaty with the federal government, the United 
States Tax Court has held that Indians are taxable on income 
from fishing on reservations. The tax was not on the “right,” 
reports ‘Tax Topics,” but on the income. 


Trillion-Dollar Year in Check Payments 


The year 1946 promises to be the first $1,000,000,000,000 year of 
check payments in the history of this or any other coun:ry, accord- 
ing to a calculation of the New York State Bankers Association. 
High as the $28,000,000,000 of this country’s money circulation may 
seem to many ciiizens, it cannot be emphasized too often that the 
evidences of inflation are to be found not primarily in the hand-to- 
hand money which is necessary to carry on business, but in the huge 
aggregate of check-money which is turning over to pay the bills of 
the Government and the ordinary man. 

Well over 90 per cent. of the country’s business is done with 
check-money. In the first five months of this year check payments 
in 334 cities was above $424,000,000,C00, and 157 per cent. higher 
than in the same period of 1939, observes “The New York Times.” 
A study of fifty-three cities made by the publication “American 
Banker” for the first six months of this year shows check debits 
were $511,000,000,000, of which 41 per cent. was in New York 
City. For the group of cities tabula:ed, the check turnover was more 
than two and one-half times the aggregate of the first half of 1939 
and 4.4 per cent. above the like period of 1945. 


Today's True Story 


The Genesis story of the creation of the world is told in 797 
words. The Ten Commandments are given in 297 words. Lin- 
coln’s Gettysburg Address is 266 words. The Office of Price 
Administration, notes one omniscient observer, changes the price 
on cabbage and takes 2,500 words. 

—PAUL HAASE 
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Advisory Committees’ Reduction of Questionnaites 
Is Lauded by McConnell 


The invaluable work of the Advisory Com- 
mittee on Government Questionnaires was dis- 
cussed by Mr. E. E. McConnell, controller of 
the Norton Company, Worcester, Massachu- 
setts, and President of the Controllers Institute 
of America, at the recent Pacific Coast Con- 
ference of Controllers, sponsored by the San 
Francisco Control of The Institute in that city 
in June, 1946. Mr. McConnell is a representa- 
tive of The Institute on the Advisory Commit- 
tee on Government Questionnaires. 

Pointing out that the Controllers Institute of 
America is one of the seven sponsors of the 
Advisory Committee, Mr. McConnell stated 
that “this committee was established at the 
request of the Bureau of the Budget in 1942 to 
assist the Bureau in an advisory capacity in its 
administration of the Federal Reports Act of 
1942. The Act authorizes the Bureau to co- 
ordinate, simplify, and reduce the burden on 
business of Federally sponsored collections of 
information. Under the Act no Federal Agency 
shall conduct or sponsor the collection of in- 
formation upon identical items from ten or 
more persons, unless such collection is ap- 
proved by the Bureau of the Budget. 

“The results of the work of this committee 
on behalf of all controllers are too numerous 
to recall in detail. However, one or two ex- 
amples will illustrate the character of the work 
performed,” Mr. McConnell said. 

“The financial reports requested by O.P.A. 
were reduced from twenty pages of financial 
data to four pages. Instructions were reduced 
from sixteen pages to two pages. One of the 
outstanding jobs performed during the war 
years was the development of a uniform contract 
termination form. Mr. Lisle Adkins, controller 
of The Crosley Corporation, and a representa- 
tive of The Institute, was an aggressive mem- 
ber of that subcommittee. It was not an easy 
job to have twelve governmental agencies, each 
one thinking that its particular procedure is the 
best, get together and agree on one form. It is 
only by the use of tact, diplomacy and persever- 
ance that such a job can be completed. The 
forms requested by O.P.A. for the application 
for price relief were cut down and a lot of 
impractical questions eliminated. 

“There are many proposed questionnaires 
delivered to the Bureau of the Budget and 
referred to the Advisory Committee which 
never see the light of day. For example, a year 
ago the Department of Commerce proposed a 
fifty-page questionnaire covering information 
which it desired with reference to postwar con- 
ditions. In looking over the questionnaire you 
would get the idea that almost every employee 
in the Department of Commerce had included 
therein his or her pet question. The range of 
questions covered every possible phase of 
operation, both industrial and personal. This 
questionnaire was killed before birth. 


1,208 ForMS REDUCED 


“The main problem of the Committee during 
the past ‘six months has been to secure a dis- 
continuance of forms which were not needed 
after the cessation of hostilities. On July 31, 
1945 there were outstanding 2,528 forms and 
reporting requirements. On January 31, 1946 
there were outstanding 1,320 forms, a reduc- 
tion of 1,208 forms. However, included in the 
1,320 forms still in existance, 802 of such 
forms were within the Office of Price Adminis- 
tration and a large majority of these covered 
various forms needed in connection with ration- 
ing. All governmental agencies have reduced 
the number of forms, except the National 





Housing Agency, which has increased from 
115 to 128. The increase in forms in this 
agency is due entirely to our present crisis in 
national housing. 

“The collection of information by the Federal 
agencies in the future will be in the nature of 
statistics. This is quite evident in a recent Bill 
H.R. 5857 introduced in the House by Mr. 
Allan of Louisiana, Chairman of the Commit- 
tee on the Census. This Bill gives the Bureau 
of the Census a blank check to collect statistical 
information. 

“At the present time the Bureau of the 
Census is collecting monthly data of 68 indus- 
tries out of a proposed 75, 17 quarterly reports 
out of a proposed 19, and 6 annual reports out 
of a proposed 37. The committee is under- 
taking the coordination of reports to federal 
agencies, state agencies, trade associations, and 
such. Certainly one report, with copies to all 
interested parties, should be adopted and thus 
save the filing of numerous single reports. The 
collection of statistical information by the 
federal agencies will increase unless industry 
fights to prevent the collection of unnecessary 
information. Under present administration 
policies, it is possible that such information 
will be used to the detriment of the people 
furnishing the information. 

“The release on November 1, 1945 by the 
Department of Commerce, in connection with 
the automotive industry, is an_ illustration 
which must be given consideration. At that 
time the Department of Commerce stated that 
certain labor increases could be given over a 
period of two years without price increases 
and the automotive industry would still retain 
the same profit as it had in 1941. This was an 
attempt by the Administration to influence 


, public opinion in connection with a wage con- 


troversy and was not retracted by Secretary 
Wallace until much later. 

“If this case is an indication of the use by 
governmental agencies of data furnished to 
them by industry, then industry should fight all 
attempts to collect statistical data. It is quite 
evident that information furnished to the 
governmental agencies will be used for pur- 
poses other than those intended or entirely out- 
side of the reasons given when the request for 
data was forwarded to industry. That is the 
attitude in Washington at the present time and 
must be given consideration in the future fight 
on the collection of statistical data by govern- 
mental agencies. 


FuTurE ACTIVITY 


“At the conclusion of the war it was 
presumed that the Advisory Committee would 
be dissolved. The Director of the Bureau of the 
Budget, however, took the positive view that 
his organization needed the continued assist- 
ance of business with respect to postwar infor- 
mation collecting programs, and needed it even 
more than it did during the war. He explained 
to the Committee, in requesting its continuance, 
that such problems during the war were 
simplified by the fact that government agencies 
were collecting information largely for their 
own administrative purposes. In other words, 
the government needed the data for its own 
use. The postwar problems of this character are 
complicated by the fact that many federal 
agency statistical activities are being converted 
to peace time services for the assistance of 
business, and therefore it is necessary to deter- 
mine public need for particular data including 
some appraisal of their value to individual busi- 
ness men and how many business men need 





such data and to eliminate duplication of col- 
lecting activities in instances where both the 
Federal. agency and a private organization 
engaged in collecting identical data. Moreover, 
the war time questionnaire problem found 
solution largely in the elimination of unneces- 
sary paper work; now it is necessary, if busi- 
ness is to cooperate with the Budget Bureau 
as requested, to form a positive function—to 
actually have a hand in the development of 
sound statistical programs once these are de- 
termined to be needed by business. 

“It should be mentioned that many pre-war 
statistical series have become outmoded and 
business men should be furnished with more 
meaningful indicators of business trends. These 
and other considerations add up to the fact that 
business should have a hand in the control and 
preparation of new postwar statistical programs 
and it has been invited to do so. Business 
should also help government by pointing out 
where postwar paper work can be eliminated 
and here, again, it also has been invited to do 
so. 

“As a result of these developments,” Mr. 
McConnell stated,” the Advisory Committee is 
now studying ways and means of putting its 
organization on a permanent basis to assure 
that neither business nor government will lose 
this important means of communication with 
the Executive Office of the President which has 
proved to be so effective during the past three 
years. 

“Bylaws have been proposed for the new 
organization and it is likely that the name may 
be changed from the present ‘Advisory Com- 
mittee on Government Questionnaires” to 
“Advisory Council on Federal Reports.” The 
committee may be expanded to bring in addi- 
tional representatives of business. Several im- 
provements are being considered. Later this 
year, I think it will be possible for this new 
organization to extend an invitation to every 
business man in America to make full use of 
this organized access to the Bureau of the 
Budget as a means of solving any problem 
growing out of any request for information on 
paper, or otherwise, coming within the scope 
of the Federal Reports Act in order that un- 
necessary expense in dollars and man-hours 
may be held to a minimum and the quality of 
data available to business from the government 
will be as high as it is possible for the joint 
efforts of business and government to make it. 

“A report of the activities of the Advisory 
Committee,” Mr. McConnell added, “would 
not be complete without an acknowledgment of 
the gratitude industry owes to the Bureau of 
the Budget, which has done a commendable job 
under the direction of Dr. Stuart A. Rice, 
Director of the Division of Statistical Standards. 
The members of his staff are an efficient and 
hard-working group of men and women, and 
we owe them our thanks.” 

Mr. McConnell also discussed the current and 
future program of The Institute, as well as the 
work of the various national committees of The 
Institute in the course of his address, and spoke 
particularly of the role of the recently ap- 
pointed Committee on Coordination of the 
Pacific Coast Controls with the National Organ- 


ization. 
* * * 


In the last twenty peacetime years, the value 
of residential building in the United States 
ranged from as much as 7.2 per cent. of the 
national income in 1925 to as low as 1.4 per 
cent. in 1933, says a Twentieth Century Fund 
investigation. 
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WHEREVER YOU GO- 
YOU SEE 
BURROUGHS MACHINES 


Burroughs has always been first in developing machines and operating 
features to make office work simpler, faster, easier. This is the continu- 
ing objective of a research staff that works in close cooperation with 
businessmen and operators everywhere. Today, more engineers and 


scientists than at any time in Burroughs history are working with the Bu roughs 


finest laboratory equipment obtainable, improving current Burroughs 
_ IN MACHINES 
products and creating new machines for the needs of tomorrow. - IN COUNSEL 


BURROUGHS ADDING MACHINE COMPANY ¢ DETROIT 32 @& IN SERVICE 


FIGURING, ACCOUNTING, STATISTICAL AND CASH REGISTERING MACHINES *« NATIONWIDE MAINTENANCE SERVICE * MACHINE SUPPLIES 















































CONTROLLER’S FUNCTIONS 
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10. The initiation, preparation and issuance of 
standard practices and procedures related 
to accounting matters, office machines, 
equipment, furnishings and facilities; the 
coordination of systems related to clerical 
and office methods, records, reports and 
procedures. 

11. The maintenance of adequate records of 
authorized appropriations and the determi- 
nation that all sums expended therefor are 
properly accounted for. 

12. The current determination that financial 
transactions covered by minutes of the 
board of directors and/or the executive 
committee are properly executed and re- 
corded. 

13. The maintenance of adequate records of all 
contracts and leases. 

14. The approval for payment of all checks, 
promissory notes and other negotiable in- 
struments of the corporation which have 
been signed by the Treasurer or such other 
officers as authorized by the by-laws or 
designated by the board of directors. 

15. The examination of warrants for the with- 
drawal of securities from the vaults of 
the corporation and the determination that 
such withdrawals are in accordance with 
the by-laws and/or regulations established 
from time to time by the board of direc- 
tors. 

16. The preparation or approval of regulations 
and practices required to assure compliance 
with orders or regulations issued by duly 
constituted governmental agencies. 


While all of the foregoing functions 
may not be applicable to each individual 
controller, there will be many cases 
where they apply in total. I feel sure that 
you will find the majority of these func- 
tions applicable in any regularly consti- 
tuted position of controller. 

This brings me to the closing portion 
of my remarks; that is a practicable 
method whereby the basic functions, re- 
sponsibilities, relationships and au- 
thority of the controller may become 
known and understood by other officers 
and members of management through- 
out the corporation. While corporate 
officers derive their official powers and 
duties from the statutes, the corporate 
charter, the by-laws and the resolutions 
of the board, these sources do not and 
are not supposed to set forth the duties 
in detail. 

Several corporations, among them 
my own, have adopted what may be 
termed “Management Regulations.” 
These provide the means through which 
usage, company practices and other re- 
quirements are set forth supplementing 
the by-laws and other sources of powers 
and duties. In my company such regula- 
tions are known as the “Management 
Guide” and are prepared for each major 
department. In the guide for the comp- 
troller’s department, there is a func- 
tional chart covering the key positions 
in the department, following which 
there are sections containing the man- 
agement guide write-ups for each top 
position. 
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Sky Trails to Tomorrow's Trade 


Removal of artificial barriers to trade 
between nations, to the largest extent 
possible, will provide less urge for ag- 
gression to acquire larger territories as 
markets, and less urge to acquire colonies 
as sources of raw materials, Dudley E. 
Browne, controller of Lockheed Aircraft 
Corporation, Burbank, California, told 
delegates to The Institute’s recent Fifth 
Annual Pacific Coast Conference of Con- 
trollers in Sxn Francisco. Mr. Browne is 
president of the Los Angeles Control of 
The Institute. 

Discussing “Sky Trails to the Pacific’s 
Tomorrow,” Mr. Browne declared that, 
“once peoples of diverse nationalities, re- 
ligions, customs and languages engage in 
the swift new trade engendered by the 
age of the airplane, and benefit therefrom, 
it will become increasingly difficult to set 
them at each other’s throats. 

“Trade is a two-way proposition,” Mr. 
Browne said, adding that, ‘both sides 
must be satisfied. It has taken many hun- 
dreds of years to evolve this theory in 
its fullest development. Too often, in the 
history of commerce since the so-called 
‘Industrial Revolution,’ trade has been a 
method of refined robbery—a gouge. ‘All 
that the traffic will bear,’ has been too 
often the yardstick for price setting. Par- 
ticularly with foreign peoples which the 
dominant trading nation considered as 
‘backward.’ 

“A little vision never hurt any people,” 
he continued. ‘““We have other things to 
export besides goods and services. It has 
taken us a woefully long time to wake up 
to the fact. After the first world war, we 
tried the experiment of living apart unto 
ourselves as a nation, refusing to cooper- 
ate in the management of the world. That 
attempt ended in disaster. Now, for per- 
haps the first time in its history, the peo- 
ple of United States are fully awake to 
the importance of the exportation of in- 
tangibles as well as of material goods and 
services. 

“Ideas, goodwill, tolerance—call it 
what you will—must be included in every 
package. Understanding and sympathy 
for the struggles of our brown, black or 
tan brothers must go out with every in- 
voice. 

“If it is true that we must export such 
intangibles, it is no less true that we must 
import them. The American people prob- 
ably have as much humanity and charity 
for their friends of various shades of color 
as any people upon the globe. It is pro- 
verbial that relief funds for the starving 
Armenians, Japanese earthquake victims, 
and other victims of aaliomeane. were 
easy to collect in generous America. Yet, 
we often scorn to learn from other na- 
tions. Chinese ways of life are not our 
ways of life, of course—yet they have a 
civilization which was a thousand years 


old when the barbarous savages of the 
British Isles were still painting themselves 
blue, and living in the trees. Let us look 
to that civilization for the good which we 
my absorb from it, and let us try to 
understand why the Chinese thinks as he 
does. 

“Just what do we mean by foreign 
trade? Because the margins of our coun- 
try are so widely separated, we are in- 
clined to think of foreign trade as only 
tht trade which deals with foreign na- 
tionals. But to come down to closer per- 
spectives, is not any trade which makes 
use of a transportation medium, other 
than purely local haulage, foreign trade? 
Under that definition, trade between Los 
Angeles and San Francisco, or trade be- 
tween Portland and Seattle, would be 
foreign trade, for a shipping charge must 
be absorbed into the price of the product. 

“It is just in this field of domestic 
‘foreign trade’ in which commercial 
aviation holds out the brightest hopes for 
the west. The airplane holds high place 
among the transportation media because 
it has a priceless ingredient which the 
others lack—high speed. In the world of 
trade, high speed is most valuable be- 
cause it speeds up turnover. It is axio- 
matic that fast turnover means greater 
profit upon the same amount of invested 
capital. Inventories, and the consequent 
interest on capital, or loans, or both, can 
be enormously reduced when the sup- 
plier, through the medium of air trans- 
port, is within 10 to 15 hours’ flying 
time from the manufacturer, or the te- 
tailer. 

“Sales volume can be increased, too. 
Because, if the retailer hasn’t the desired 
article in stock, his suggestion to the cus- 
tomer, ‘I can order it for you’ will be 
more likely to get the sale if he can also 
add, ‘We can have it here from New 
York by tomorrow afternoon.’ 

“Today, to cite but an instance or two, 
we see shoe manufacturers and their re- 
tail outlets taking mutual advantage of 
air shipment possibilities. On the non- 
standard, or so-called ‘novelty’ styles in 
shoes—particularly women’s shoes, where 
fashion changes as easily as the direction 
of the wind—sixty days is about the max- 
imum time which can be utilized between 
the time that the shoes are first displayed 
and the end of the demand for them. 
Formerly, the shoe-store had to stock a 
wide range of sizes, and use a nice dis- 
crimination in guessing at the volume of 
trade likely to arise on that particular 
style. If the merchant had the correct 
range of sizes and the right amount of 
stock, he made money. If he overstocked, 
or understocked too much, he lost money 
—he either had what are known 4 
‘p.m.’s’—that is, ‘post mortems,’ if he 
overstocked, or he lost to other merchants 
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Impartial Suggestions 
on Profit Sharing 


and Pension Trusts 


Thirty years’ successful experience aid- 
ing corporations in the formulation and 
administration of employees’ retirement 
plans. Our views on costs, funding, and 


administrative details may be helpful. 


. 


Consultation without Obligation 


Booklets “Simplifying Employee Benefit Plans” 
and “Pension and Profit-Sharing Trusts’’ 


will be sent on request. 


TRUST DEPARTMENT 
Harris Trust and Savings Bank 
Organized as N. W. Harris & Co. 1882 «¢ Incorporated 1907 


115 West Monroe Street, Chicago 


Member Federal Deposit Insurance Corporation 
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sales which could have been made, if he 
understocked. 

“But with high speed airplane trans- 
portation, neither the manufacturer nor 
the merchant need suffer. The manufac- 
turer may put out a very limited supply 
as a test. These are on sale within two 
days of manufacture in every key city. 
If the model is selling well, merchants 
advise the shoe factory by telegram, and 
the manufacturer extends production. If 
the model is not sélling, the manufac- 
turer immediately can discontinue fabrica- 
tion and thereby cut losses to the barest 
minimum. The shoe merchant is not stuck 
with a dead inventory. This is but one 
single incident—I need not tell you how 
the producer of perishable produce is tak- 
ing advantage of air transport, for that is 
a familiar story. 

“We are accustomed to think more of 
air transportation of cargo in terms of 
high priority items—and this has been 
somewhat true in the past, because of the 
higher cost of air freight. But New York 
manufacturers are now shipping dresses 
by airplane to their retail stores, and mak- 
ing a very good thing out of it. Smart 
merchandising men were quick to realize 
the publicity value of airplane transporta- 
tion of merchandise. The dresses are hung 
directly on hangers inside the airplane, 
just as they would be in the home, with- 
out packing of any kind. Therefore, Sears- 
Roebuck, and other large sellers of wom- 
en’s dresses can take full page advertis- 
ing to announce, ‘Direct to you without 
wrinkling or mussing.’ This added in- 
gredient is as effective in its way, in sell- 
ing to women, as the attraction of an ex- 
clusive label. 

“Need I mention one other commodity 
which we of the Pacific coast have to sell 
in the greatest abundance? Naturally, I 
am talking about the scenery—the fairy 
wonderland of the west—the scenery and 
the climate. Large appropriations of pri- 
vate and community capital are expended 
yearly with the idea of importing tour- 
ists. Because of the reduction in travel 
time made possible by the airplane, the 
field from which we can now draw has 
been vastly extended. The man from San- 


tiago, Chile, who formerly had to spend - 


his two weeks’ vacation in neighboring 
resorts in his own country, now has the 
world at his command as a vacation play- 
ground. He can easily be lured to Mount 
Rainier, Yosemite, or the Portland Rose 
Carnival, through the proper advertising. 

“As the use of the airplane becomes 
more common for the transportation of 
passengers and merchandise, the airlines 
will be able to lower their rates per pas- 
senger-mile and per-ton-mile. With this 
ptice drop, a new marginal field of po- 
tential users will be opened. Which again 
will lead to further price reductions for 
air transport, until shipping by air, or 
traveling by air, will be no more spec- 
tacular than taking a street car. 
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“When that time arrives, it is not diffi- 
cult to picture how greatly increased will 
be our national income. But this ripe 
plum will not fall into our laps for the 
asking. There is a great amount of ad- 


Government Corporations Seen 
Related to Subsidy System 


Discussing government corporations in 
a recent issue of “The Tax Review” pub- 
lished by Tax Foundation, of New York, 
Dr. Harley L. Lutz, professor of public 
finance at Princeton University, charac- 
terizes them as a ‘great empire within an 
empire.’” Now subject to budgetary and 
accounting control, as a result of the pas- 
sage in December of the Government 
Corporation Control Act, which requires 
the inclusion of corporation budgets as 
pect of the federal budget, the executive 

ranch of the government is required to 
publish detailed data. 

Now that, for the first time, ‘‘the peo- 
ple may see and learn what has been go- 
ing on in this great empire within an em- 
pire,” he points out, “it is possible that a 
reasonable appraisal may be made as to 
the future. At any rate, it should become 
more necessary that a case be made for 
these corporations in the terms of the 
postwar situation. At the moment there is 
no such case. Some of these corporations 

. were created during depression conditions 
for the purpose of dealing with certain 
aspects of the problem of financial relief 
and rehabilitation which were then ur- 
gent. Others were created during the sec- 
ond world war, for the purpose of facili- 
tating certain large operations that were 
essential to the conduct of the war. 

“In the postwar period of peace, pros- 
perity, and plenty, neither of the sets of 
conditions which once may have war- 
ranted the development of great govern- 
ment corporations will be present. The 
operations of these corporations are es- 
sentially competitive with those of private 
business. Only under the most unusual 
circumstances could it be said that the 
lending of huge sums of money, and the 
purchase and sale of vast quantities of 
commodities and other property, are nec- 
essary and normal government functions. 
Private investors cannot compete with a 
government financing agency which ob- 
tains its loan funds from the Treasury, on 
a tax-exempt basis, and at rates of interest 
which prevail in a money market that is 
dominated by cheap money policy. 

“Since the primary purpose of the cor- 
porate activities is to provide a vast array 
of subsidies by one means or another, the 
proper starting point in an approach to 
the question of the future of these agen- 
cies would be the subsidy program itself. 

As soon as the people accept the fact that 


































vance planning, purposeful investigating 
and foundation building which must pre- 
cede the attainment. The cooperation of 
dreamers, planners and workers is neces. 
sary. The reward is rich—the time is now.” 


nothing, not even a subsidy, is really free, 
it should be possible to get rid of this 
huge burden on the American taxpayers. 
Obviously it is they who are to carry the 
real burden of the money that the govern- 
ment corporations are losing, giving away, 
and charging off in the course of their op- 
erations. Just because a corporation loses 
money does not mean that the loss can be 
made good by the government through a 
guarantee of the corporation’s debt. The 
people really support the government, 
despite the appearances to the contrary 
provided by the handouts made by its cor- 
porate creatures. There is no percentage 
for the people in enduring the economic 
competition of government agencies and 
at the same time forking ever the money 
to cover the deficits incurred in the course 
of the ruinous competition.” 


Section 721 Relief 


A step-by-step analysis of the Tax 
Court decision in the Knight Machinery 
Company case was presented in an article 
in the June, 1946, issue of ‘“Taxes—The 
Tax Magazine,” by Paul D. Seghers, cetti- 
fied public accountant, of New York. Mr. 
Seghers pointed out that manufacturing 
corporations that derived increased profits 
during the high tax years, subsequent to 
1939, as a result of the development of 
products, machinery and/or processes in 
earlier years, are given encouragement 1n 
obtaining relief under Section 721, pro- 
vided they have filed claims under that 
section or are still able to do so. 


An Important Duty 


If fire prevention inspections are carried out 
by employees who have had no training or €x- 
perience other than that in the building trades, 
they cannot be considered true surveys and are 
of very limited value. Such inspectors are also 
usually political appointees and likely to be lax 
in their attitude toward strict compliance. 

Usually the work of technical inspection 1s 
set up under the fire department as a fire pre- 
vention bureau. In some cities, however, the 
work of the fire prevention inspector is consoli- 
dated with that of the building, electrical, and 
plumbing inspectors into a separate department 
or division. This plan has the advantage of c0- 
ordinating the activities of all city inspectors 
whose work is associated with fire prevention. 
Another duty of fire prevention engineers 1s t0 
visit fires and to aid in determining their spe 
cific causes. This duty is very important as 4 
means of preventing fires due to carelessness 
and arson.—The Tax Foundation. 
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he Modern Machine 
for All-Electric Typing 











ELECTROMATIC TYPEWRITER 


INTERNATIONAL BUSINESS MACHINES CORPORATION, 590 MADISON AVE. NEW YORK 22, N.Y. 
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He gears the “what-s 
to the ‘what-should-be* 


There can be many a costly 
slip between the policies conceived 
in oak paneled board rooms and 
the practice in the roaring foundries 
or routine-riddled administrative 


offices of operating departments. 


Wise management safeguards 
against serious slips by two means. 
First, by setting up a rigid system 
of controls. Second, by retaining an 
internal auditor, who sees that the 
controls control. The internal 
auditor analyzes all the complex 
business operations in detail... 


keeps mistakes at minimum, scouts 
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the sources of waste . . . probes into 
procedures... checks profit against 
profit potential. If “‘what-is” and 
“what-should-be” don’t jibe, the 
internal auditor asks why . . . finds 
out why... makes appropriate 
recommendations. His compilation 
and analysis of fresh business facts 
result in a better, more efficient, 
more profitable operation. 
McBeeis not an accounting firm 
... but with products and methods 
evolved in forty years of experience 
...aids the internal auditor by 
making the vital facts available 


faster, and in more usable form. 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York 17, N.Y... . Offices in principal cities 





Positions Open 











Cost Accountant 


We are looking for an experienced cost 
accountant for our management consulting 
firm—Chicago. Will help to install account. 
ing and other procedures for clients. Must 
have at least five years’ experience in indus- 
trial cost accounting. Supervisory back. 
ground.- A college graduate. Age 30-40, 
Write detailed experience in confidence. Ad- 
dress: Box 636, “The Controller,” One East 
Forty-second Street, New York 17, New 
York. 


Accountants 


Senior and semi-senior accountants for New 
England electrical manufacturer. Travel 50 per 
cent. of the time outside of New England. Ad- 
dress Box No. 639, ‘‘The Controller,” One East 
Forty-second Street, New York 17, New York. 





Positions Wanted 











Controller—Treasurer—Utilities 


Inst‘tute member desires position of re- 
sponsibility. Has twenty-one years wide and 
varied experience as chief accountant, con- 
troller, and treasurer, with management back- 
ground of electric, telephone, bus and trac- 
tion experience. Presently employed as treas- 
urer-controller of medium electric utility. 
Recent change of management and desire to 
make wider use of ability makes new connec- 
tion desirable. Prefer location in north cen- 
tral states. Address: Box 634, “The Control- 
ler,” One East Forty-second Street, New 
York 17, New York. 


Controller 


Certified Public Accountant with fifteen 
years diversified accounting experience, pres- 
ently handling controller’s functions and re- 
sponsibilities for manufacturer and distrib- 
utor of machinery and equipment in East, de- 
sires position as controller in Southwest or 
Middlewest. Experienced in all phases of ac- 
counting, cost and budgetary control. Uni- 
versity graduate. 38 years of age. Married. 
Salary $10,000. Address: Box 635 ‘The Con- 
troller,” One East Forty-second Street, New 
York 17, New York. 


Executive Accountant—Assistant Controller 


Heavy general accounting and supervision. 
Costs, taxes, insurance, property, etc. Ac- 
customed pressure, difficulties. Highly flex- 
ible, adaptable, resourceful. Age 32, mar- 
ried, college graduate. Salary about $5500. 
Future growth important. New York City 
area. Resumé available. Address: Box 637, 
“The Controller,” One East Forty-second 
Street, New York 17, New York. 


Controller-Treasurer 


Successful record of seventeen years as 
controller, treasurer, executive accountant. 
Experience primarily in medium-sized manu- 
facturing company and includes all phases of 
control and financial work, financial and op- 
erating reports, government reports, general 
and cost accounting, federal and state tax fe- 
ports, budgeting, insurance managment, sys- 
tems and procedures, supervision of large 
staff. University graduate. Member of The 
Controllers Institute of America and other 
profess‘onal societies. Interested only 
heavy responsibilities. Address: Box 638, 
“The Controller,’ One East Forty-second 
Street, New York 17, New York. 
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“How does what we are doing 
compare with what we could do ?” 


A department head in a large organization was asked if he 
could reduce costs. He answered: “If you ask whether we 
are doing the best we can with what we have, the answer 
is Yes’. If you ask whether we are doing the best we could, 
the answer is ‘No’.’’ Given certain equipment that he needed, 
this man knew that he cow/d reduce costs, increase efficiency, 
get more information, improve overall results. 

Many a man, responsible for accounting procedure is in 
that same position. With the right equipment he could 
reduce costs considerably . . . for example, the same type 
of National figure-control machines that permitted one 
medium-sized manufacturer to get his payroll out 9 days 
earlier, and much more economically. Or let him have a 
complete report of yesterday’s. production on his desk on 
time each day. And saved him over $40,000 on his yearly 
accounting costs. All this, and a lot more, might be yours 
... if you had the right National figure-control equipment! 

For manufacturers, banks, hotels, retailers, transporta- 
tion companies, and many others, National Accounting 
Machines have opened the way to important savings and 


greatly improved overall results. They tighten up account- 
ing operations and handle the work with a minimum of 
error and a maximum of efficiency. 

And, in the field of retailing, from the smallest to the 
largest store, National Cash Registers are the accepted means 
of recording transactions and controlling operations. 

Let a National representative examine your needs and 
make recommendations without obligation to you. The 
National Cash Register Company, Dayton 9, Ohio. Offices 
in principal cities. 





Making business easier for 
the American businessman 
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In preparing payroll, dividend, and general disbursement checks, 


the job of filling in the amount line, adding, listing and signing 


can be done quickly and automatically at a rate of from 1200 to 
2000 checks an hour with the Todd Combination Unit. 
Inexpensive and simple to operate, this high-speed equip- 


ment does not merely print amount lines on checks—it shreds 


them in two colors through the paper, permanently and indelibly. 


Signatures are made with a forgery-defying signature plate by a 


dual-lock machine that records all disbursements and gives you 


a degree of control unobtainable with hand-signed checks. The 


Todd Combination Unit can bring efficiency, speed, and—most 


important—CONTROL to all your disbursements. Send in the 


coupon for complete details! 


— oe oe ee eee ee ee ee ee ee eee eee ee 


THE TODD CO., INC., Rochester 3, N. Y. 


Please send information about the Todd 
Combination Unit which imprints, pro- 
tects, lists, adds, and signs checks in a 
single operation. 


Company e : Sen 

Address — 

City ’ % “Count y ’ ae State 

|) ae 
0-10-46 





ROCHESTER = 


SALES OFFICES IN 
DISTRIBUTORS THROUGHOUT THE. WORLD 


PRINCIPAL CITIES 








Positions Wanted 








Controller-Treasurer-Business Manager 


Desires position of responsibility. Has ff. 
teen years of wide and varied experience as 
controller, treasurer, chief accountant and busi- 
ness manager in industrial organizations and 
five years with certified public accountants. Ex. 
perience embraces systems, budgets, financial 
statements, office procedures, federal and state 
taxes. Knows how to interpret figures with 
understanding and to translate them into vital 
facts for management. University graduate, age 
46, married, no children. Available immedi- 
ately to go anywhere opportunity affords. Ad- 
dress: Box 624, ‘““The Controller,’’ One East 
Forty-Second Street, New York 17, New York. 


Assistant to Controller 


Desire position in controller's office or ac- 
counting department, preferably as assistant to 
controller. Nine years with present company as 
head of accounting department, office manager, 
and credit manager. Present employer a mid- 
west manufacturing company. Age 34, married, 
two children. Salary $5,000. Address: Box 626, 
“The Controller,” One East Forty-second 
Street, New York 17, New York. 





1sth ANNUAL MEETING 
(Continued from page 566) 








ing plan the employee knows that if there are 
no profits there will be no retirement benefits. 

“Finally, there is a risk under pension plans 
that in loss years the employer may lose the 
benefit of a tax deduction for his contribution, 
although if he can arrange to postpone payment 
of his contribution, or can carry over a loss to 
a profit year, this risk may be minimized or te- 
moved. 

“From the employee’s point of view, a pen- 
sion plan is usually said to be more desirable, 
since he can compute in advance his benefits 
upon retirement and feel assured of getting 
them, subject only to abandonment of the plan 
by the employer. It is for this reason, undoubt- 
edly, that labor unions have almost universally 
preferred pension plans to profit-sharing. 

“However, no company is going to continue 
a pension plan if, over a period of years, it has 
poor profits or, indeed, losses. So there is a 
real relation between profits and a pension 
plan. Furthermore, as a company prospers, it is 
possible that the benefits of a profit-sharing 
plan may prove to be much more generous than 
the fixed benefits of a pension plan would have 
been. Consequently, it might be questioned 
whether in the long run the employees as 4 
whole fare better under a pension plan than 
they do under a profit-sharing plan.” 


Pros and cons of proposed Social Se- 
curity measures were debated by Messrs. 
Arthur J. Altmeyer, the federal Commis- 
sioner of Social Security and Clarence A. 
Jackson, executive vice president of the 
Indiana State Chamber of Commerce. Mr. 
Altmeyer observed: 


“If a comprehensive contributory social in- 
surance system is adopted covering all of the 
hazards that I have mentioned—unemployment, 
temporary disability, permanent disability, old 
age and death—it of course becomes incréas- 
ingly desirable and necessary that the coverage 
of such a system be extended as widely as pos 
sible, since all of the population of this countty 
is subject in varying degrees to these hazards. 

“From an administrative standpoint, there 's 
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FRIDEN 


Fully Automatic 
DUAL DIVISION 


A single touch of the Dividend Tabulating Key 
AUTOMATICALLY clears the dials, positions the 
carriage to the selected position, enters the dividend 
in the upper dials, prevents the entry of “ONE” in 
the quotient dials and clears the keyboard. 


For POSITIVE } For NEGATIVE | 
Quotients, touch 


left Divide Key. 


Quotients, touch § 


both Divide Keys. 





Why not ask your local Friden Representative for a 
demonstration of these exclusive Friden effort savers? 


Friden Mechanical and Instructional Service is available in approximately 250 


Company Controlled Sales Agencies throughout the United States and Canada. 


FRI 














no longer any reason why any groups should 
be excluded, and from the standpoint of provid. 
ing protection there is every reason why they 
should be included. In the case of workers fo; 
small employers it is administratively feasible 
to extend coverage through the use of a stam 
book in which stamps would be placed by his 
employer evidencing contributions made by the 
employer and the employee. In rural areas the 
employer could purchase these stamps from the 
mail carrier, and in urban areas. they could be 
purchased at post offices. 

“It would of course not be feasible to insure 
self-employed persons against unemployment 
disability, because there would be no employer. 
employee relationship or specific wage loss to 
serve as a test of entitlement to benefits. How- 
ever, it would be perfectly feasible to insure 
self-employed persons against the other eco- 
nomic hazards mentioned. 

“During the first few years it is possible that 
the current costs of all the benefits suggested, 
both the present benefits and the new benefits, 
would be more than covered by a total com- 
bined rate of contribution on payrolls of 8 per 
cent., depending, on the exact benefits provided. 
This would include both employers’ and em- 
ployees’ contributions. The total combined nor- 
mal rate at the present time is 5 per cent. How- 
ever even under the present Social Security Act 
this combined rate automatically becomes 9 per 
cent. by January 1, 1949.” 


Commending Congress for returning 
the public employment services to the 
states, as of November 15, Mr. Jackson 
stated that “experience during the war pe- 
riod proved that federal operation of the 
employment services—while the States ad- 
ministered unemployment compensation 
—was largely a failure. 


“Coordination of employment placements and 
the function of paying unemployment benfits 
was impossible. Employers learned from sad 
experience, and many of them gradually ceased 
to patronize the employment services except to 
the extent they were compelled to do so by war 
manpower regulations. 

“We who believe in the ability of a state to 
run its own affairs wanted the employment 
services back because in the interest of adminis- 
trative efficiency they needed to be integrated 
with unemployment compensation; because we 
did not want them used as a vehicle for federal- 
ization of unemployment compensation; be- 
cause we did not like the framework we saw 
of a national governmental hiring hall con- 
trolled by people whose first allegiance was to 
“their organization;’’ because we did not be- 
lieve it proper for the employment services to 
be used as a national espionage system as was 
done with the FEPC program; and because we 
wanted to see it have a chance to operate for 
the sole, sincere, honest, and simple purpose of 
helping people find jobs—and jobs to find peo- 
ple. That has not been done under federal 
supervision. 

“It is our responsibility now to see that the 
employment service is finally freed—and kept 
free—of federal influence. The next step is to 
take it out of an organization-controlled federal 
agency, such as the Department of Labor, and 
put it back in Mr. Altmeyer’s department, the 
Social Security Board.” 


“THE HUMAN TOUCH” 


Human and property relationships were 
the central theme of the morning and 
luncheon sessions, on Tuesday, at which 
the speakers were Messrs. Thomas 


Reid, director of human relations, Mc 


FRIDEN CALCULATING MACHINE CO., INC. 
Cormick and Company, Baltimore; Ralph 


HOME OFFICE AND PLANT - SAN LEANDRO, CALIFORNIA, U.S.A. « SALES AND SERVICE THROUGHOUT THE WORLD 
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The reflected glare of light on paper work 
bounces back into the eyes, where Nature has pro- 
vided no protection. It causes eye fatigue, which, 
too often, communicates itself to other parts of the 
body and brings on that “tired-all-over” feeling. 


Accuracy suffers... work drags... errors creep in. 


“EYE-EASE” paper minimizes such reflected 
glare... guards workers’ eyes against strain and 
fatigue. Its correct green-white tint, combined with 
restful brown and green ruling, is easy on the eyes, 


makes for greater working efficiency at any time, 


under any kind of light. It speeds up work. [ft helps 


to keep workers longer at their best. 


ASK YOUR STATIONER 
and write us for a copy of booklet 
E-10, “REDUCE EYE FATIGUE.” 


NATIONAL BLANK BOOK COMPANY 


HOLYOKE, MASSACHUS@iee 


CHICAG Ge BOSTON SAN FRANCISCO 
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L. Lee, of General Motors Corporation, 
Detroit ; Samuel J. Broad, partner of Peat, 
Marwick, Mitchell and Company, New 
York; and L. Rohe Walter, director of 
public relations, The Flintkote Company, 
New York. 

The “multiple management” plan, 
which his company originated 14 years 
ago, is now a ‘proved success,” said Mr. 
Reid. 
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“It has paid its way through greatly increased 
benefits in the form of higher wages and profit- 
sharing bonuses for employees, greater profits 
for management and increased dividends for 
stockholders. Furthermore, we have found the 
idea adaptable to any type or size of business 
organization. We have found that it works suc- 
cessfully through prosperity, depression, peace 
and war. It has met every business test and 
passed. This plan has been successfully applied 
in about 500 other business firms.” 











veterans, Tuition $75.00. 


Division of 
General Education 
100 WASHINGTON SQUARE EAST 





Announcing New York University’s 


Fifth Annual Institute on Federal Taxation 


November 12-21, 1946 


Presenting over 80 experts in 8 days of “How-to” papers and 
discussions constituting a practical working guide in tax 
operations. Not a beginning course—primarily intended for 
experienced tax practitioners and consultants. Available for 


For Bulletin C, listing topics, speakers—address 


NEW YORK UNIVERSITY 


New York 3, N. Y. 
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We are pleased to announce that 
Phillip S. Babb 
a Senior Consultant in 
Manufacturing and Organization 


has been elected a Principal 


McKinsey & Company 


Management Consultants 
Established 1910 


SAN FRANCISCO 


BOSTON 
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Discussing “‘Leadership—and What it 
Takes,” Mr. Lee brought to his listeners’ 
attention a series of 14 traits common to 
leaders, as he pointed out that “the differ. 
ence between a supervisor who tries to do 
the job himself with the help of his em. 
ployees and the supervisor who helps his 
employees do the jobs themselves is the 
biggest single difference between a poor 
supervisor and a good supervisor. One is 
the old fashioned bull-of-the-woods boss, 
and the other is the modern industrial 
executive and supervisor. 


“The job we have undertaken cannot be done 
with a handful of experts—no matter how bril- 
liant or experienced they are or how much help 
is given them. The job is going to be done by 
the majority of our employees, regardless of 
their past experience. From now on, our prog. 
ress will depend solely upon our ability to 
work through them as their leaders.” 


PuBLIC OPINION DEFINED 


Because “public opinion is actually the 
composite of many private opinions,” it is 
essential that all those concerned in any 
way with a corporation’s public relations 
with its stockholders, employees and the 
public keep the public’s interest in mind 
at all times, Mr. Walter stated. 


“Today perhaps more than at any other time 
in history, business should raise its sights and 
present its fundamental case by intelligent, con- 
structive planning in the field of public rela- 
tions. It must tell its story and win friends as 
regards the right further to serve and grow 
and achieve—the proper relationship with gov- 
ernment and government with business—a clear 
understanding by the people of the functions of 
business so that business can do more for the 
people—provide a higher standard of living— 
better wages—a richer and fuller life. 

“American business must broaden its views. 
Business leaders must realize that not every 
strike is due entirely to the machinations of a 
labor agitator, or a consumers’ boycott to the 
initiative of a wild-eyed reformer. Many of 
these costly industrial blunders are caused by 
the stubborn insistence of a corporation execu- 
tive who would rather fight than settle and who 
believes favorable public opinion can be im- 
mediately created for his side of the proposi- 
tion by using full-page advertisements ex- 
pounding his point of view. 

“Actually, public relations is based on ‘rela- 
tions with people’ and any business, large or 
small, has relations with people. In these days 
of anticipated increased competition and cut- 
rently confused labor-management problems, 
the right kind of relationships with old, new 
or prospective customers, employees, stock- 
holders, local, state and federal governmental 
legislative bodies and bureaus, and the general 
public are not only highly desirable as a form 
of business insurance but commercially profit- 
able as well. : 

“ ‘Next to doing the right thing the most im- 
portant thing is to let the public know you are 
doing the right thing.’ A sound public relations 
program recognizes the basic wisdom of this 
saying.” 


CONTROLLERS REPORTS 


Controllers’ reports to top management, 
both from the top management and the 
controller’s viewpoint, were featured at a 
special session on Tuesday afternoon, at 
which the speakers were Messrs. Rodney 
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URN over your payroll and related tax 
i faecal to the Recording and Statistical 
Corporation—just as so many other concerns 
are doing. 


We will do your work on high-speed alpha- 
betic and numeric tabulating machines. And 
double-check it for you by bank standards. 
We will give you— 


Checks ready for your signature . . . or slips 
to insert in pay envelopes. 
Complete Payroll Registers . . . detailing 


hours worked, earnings, deductions, net pay. 


Quarterly Employee Earnings Statements . . . 
each employee’s earnings tabulated and to- 
taled. 


Labor Distribution Schedules, W-2 Forms, 
Lists of Employee Deductions—and all the 
other reports you may require! 


If your firm is located in or near Chicago, 
Boston, Detroit, New York, Montreal or 


Drop your payroll wort 
on our degh! 






Toronto you will find our Payroll Service par- 
ticularly advantageous. 


OTHER SERVICES 


Many of America’s foremost companies re- 
tain us, year after year, to turn out confiden- 
tial statistical tabulations and reports. 


We will do your: Traffic Studies! Sales Anal- 
yses! Price Studies! Retroactive Pay-Increase 
Calculations! Statistical reports of most every 
type! 


Send for free booklet, and let us quote on your 
work. 





RECORDING AND STATISTICAL 
CORPORATION 


CHICAGO BOSTON + DETROIT 


MONTREAL TORONTO 


102 Maiden Lane, New York 5, N. Y. 
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S. Durkee, past president of the Control- 
lers Institute, and president of Lane-Wells 
Company, Los Angeles; and Ralph V. 
Hunt, vice president and controller of 
Douglas Aircraft Company Inc., S:nta 
Monica, California. Mr. Durkee declared 
that ‘on the whole, it is my impression 
that the average manager feels that the 
average controller does a fair job but 
could do a lot better one. 


“Management judges the controller's reports 
as to scope, timeliness, clarity and usefulness. 
It is often confused by the volume and apparent 
complexity of reports and irritated by seem- 
ingly inexcusable delays and shortcomings in 
interpretation. 

“Let us be a little more specific! All levels 
of top management require or receive certain 
standard reports. These range from the balance 
sheet, income account and over-all business re- 
ports for the directors and top executives, 
through the summarized departmental and 


functional activity reports for major operating 


OFFICE MACHINES BECOMING 
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executives, and on down to the detailed depart- 
mental and functional reports. All differ as to 
the degrees of condensation or elaboration in 
accordance with the desires of management or 
the ideas of the controller. Many a manager 
asks for infinitely detailed schedules or many a 
control'er supplies them without urging. At 
the other extreme, many of these reports—at 
the insistence of the’ manager or through the 
s:ortsightedness of the controller—are so con- 
densed as to be, in themselves, dangerous in the 
concealment of significant facts or important 
changes in condition. However, condensation 
and consolidation are permissable and may 
often be desirable, if other reports provide the 
executive with the necessary information. 

“By ‘other’ reports I refer to those classes of 
reports to which too many controllers give 
scant or inadequate consideration. They are 
the narrative reports and comments supporting 
the standard reports; the special reports on un- 
usual conditions or situations or trends which 
require consideration; and the informal oral 
reports by the controller which often command 
more attention and stimulate more action than 
pages of cold figures. 


Available! 


Calculators 


WAR SURPLUS 
OFFICE MACHINES 


Typewriters 


Addressographs 


Ediphones 


Mimeographs 
Comptometers 


Dictaphones 





The Famine is about ended! Famous 
makes of office machines, the by- 
words of efficiency, are obtainable 
now, if you contact the country’s 
leading rebuilders of this equip- 


ment. Every machine is tested and 


: guaranteed to look and run like 


Multigraphs 


Bookkeeping 


Billing 


new. We operate nationally. Where- 
ever you are phone or write. We 


can help you. now. 


INTERNATIONAL OFFICE APPLIANCES, INC. 


326-330 BROADWAY 


NEW YORK 7, N. Y. 





“In most companies, ‘standard reports’ jn. 
clude the balance sheet, the income account: 
analyses of sales, costs and profits by products, 
areas, classes of trade, or such classifications as 
are significant; summary expense statements by 
major departments or divisions; and statements 
of sources and application of funds. In most 
cases these reports have assumed standard 
forms, but many of these forms can or should 
be revised to meet changing conditions. Where 
such changes seem desirable, careful attention 
must be given to comparisons with previous 
periods so that the executive does not draw er. 
roneous conclusions from these comparisons, 

“There are several important considerations 
for the controller to keep in mind when prepar- 
ing the standard reports. First of all, the con- 
troller should remember that management tre. 
ports are not necessarily perfect accounting re. 
ports, and are not to be considered vehicles for 
exhibition of skill in accounting technique. The 
content arrangement and language should be 
geared to the reasonable needs and understand- 
ing of the recipient. The controller has a real 
responsibility in seeing that his reports convey 
exactly the information and meaning intended, 

“Comparisons are usually essential, but they 
are often dangerous if not intelligently selected. 
Comparisons with the same period of last year 
or the previous month are almost universally 
used, but they must be accompanied by knowl- 
edge or analysis of changes in basis conditions 
which affect the value of the changes reflected 
by such comparisons. The ideal comparisons 
are with soundly prepared budgets, standard 
costs, or other forms of forecasts which estab- 
lish attainable goals. The greatest service a con- 
troller can give to management is to preside 
over or assist in the preparation of sound budg- 
ets and forecasts and then to point out the 
reasons for variations. 

“A word about the timeliness of reports. 
Most managers have little conception of the 
time necessary for recording the intricate trans- 
actions of their business, but most of them are 
justifiably impatient over the delays in receiv- 
ing reports. There are certain features of any 
business which can and should be reported 
daily, and which will disclose significant trends 
we'l in advance of monthly reports. The nature 
and extent of daily reports depend on the type 
and volume of business done, but controllers 
can make a valuable contributions to manage- 
ment by developing and furnishing such daily 
reports as are useful and informative. 

‘Monthly reports should be issued with the 
least possible delay, even though reserves and 
accruals may be necessary to permit prompt 
closing. ‘Flash’ figure will often satisfy the ex- 
ecutive’s urge for information, but the interval 
between such preliminary figures and the de- 
tailed reports and comments should be as short 
as possible. 

“The most important phase of controllers’ 
reports to management is the interpretive func- 
tion. It is just 34 years ago that I started on 
my first job as controller. There has never been 
a time since that date that I have not realized 
that the sole reason for considering the con- 
troller as anything more than a chief accountant 
has always been a crying need for someone to 
analyze and interpret the inarticulate figures of 
business.” 


Considering the subject from the con- 
troller’s viewpoint, Mr. Hunt presented 
these observations: 


“The reporting of information to others 1s 
the regular work of the controller, and rather 
than await such requests, the controller should 
anticipate and provide reports that exceed in 
timeliness, scope and perspective the expecta- 
tions of those using the reports. Reports may 
often be of most value to management in the 
form of ‘spot’ summaries of key data, made 


(Please turn to page 587) 
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HOW 188 COMPANIES IN 56 INDUSTRIES 
Solved the 8 Key Retirement Plan Problems 


A Valuable Guide in Considering a New Plan or a Change in Your Present Plan 


This new booklet provides you with a quick, simple method of applying 
the experience of others to your retirement plan problem. It gives you 
basic facts about 188 up-to-date plans now in successful operation in 56 
industries. It shows you how each company solved the eight key retire- 
ment plan problems. You will find it a valuable guide if you are consider- 
ing a new plan, or bringing your present plan up-to-date. Specific facts 


are presented in tabular form for easy comparison and quick reading. 


Write for Your Copy Today 


Without any obligation, write for your copy of 188 Retirement Plans today 
—address Pension Division, Bankers Trust Company, 16 Wall Street, 
New York 15. Or, attach this advertisement to your business letterhead 


and send it in. Your copy will be mailed to you promptly. 
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WHAT THIS 
BOOKLET CONTAINS 


Analysis of Plans Used 
in these 56 Industries 


Air Conditioning 

Asphalt, Asbestos and 
Felt Products 

Automobile 


Baking 
Business Equipment 


Chemical 

Clothing Manufacturing 
Coal Mining 

Consumer Credit 


Dairy 

Department Store 
Distilling 

Drug 

Electrical Equipment 


Farm Co-operative 
Farm Equipment 
Fertilizer 

Food Products 
Glass 

Grocery (Chain) 


Household Appliance 


Insurance 
Investment 


Leather 
Lumber 


Machinery (Heavy) 
Machine Tool 
Mail Order 

Meat Packing 
Milling 

Motion Pictures 


Natural Gas 
Non-ferrous Metals 


Optical 


Paper 

Petroleum 

Petroleum Equipment 
Printing and Engraving 
Public Utility 
Publishing 

Radio 

Railroad 

Railroad Equipment 
Refractories 
Restaurant (Chain) 


Shipbuilding 
Shoe (Chain) 
Soap 

Steel 

Sugar 


Textile 

Tire and Rubber Products 
Tobacco 

Traction 


Variety Chain Stores 
Watch 


BANKERS TRUST COMPANY 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
























Protect Your Profit Margin 


The 
Journal 
of 


CAPITAL 


Published 
since 1904 
as Trusts 
and Estates 





INTRODUCES, for Controllers, 


Two new departments: 


THE NATIONAL SCENE, reporting 
economic and public develop- 
ments affecting the profitabil- 
ity of business. 


FINANCIAL RELATIONS, reporting 
news, ideas and methods of 
telling the facts about business 
life and benefits. 


td 
Community Relations of Business 


A new series of monthly articles and 
surveys on such topics as: 


“Can Your Company Stand the Spot- 
light?” 

“Not-So-Private Enter prise” 

“New Techniques in Profit Reporting’ 
and Case Histories 





Make reservation promptly. The new 
features begin with the October issue. 
Subscription for one year, $5. (12 issues) 


Address: 


Business Editor 


The Journal of CAPITAL 
50 East 42nd St. 
NEW YORK 17, N. Y. 
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Controllership Foundation Contributions 
Held Deductible for Tax Purposes 


Controllership Foundation, Inc. 
One East Forty-Second Street 
New York 17, New York 


Gentlemen: 

It is the opinion of this office (Office of 
Commissioner of Internal Revenue, Washing- 
ton, D. C.—Editor), based upon the evidence 
presented, that you are exempt from Federal 
income tax under the provisions of section 
101(6) of the Internal Revenue Code and cor- 
responding provisions of prior revenue acts, 
as it is shown that you are organized and op- 
erated exclusively for scientific purposes. 

Accordingly, you will not be required to file 
income tax returns unless you change the char- 
acter of your organization, the purposes for 
which you were organized, or your method of 
operation. Any such changes should be re- 
ported immediately to the collector of internal 





revenue for your district in order that their 
effect upon your exempt status may be deter. 
mined. 

Furthermore, under substantially identical 
authority contained in sections 1426 and 1607 
of the Code and/or corresponding provisions 
of the Social Security Act, the employment 
taxes imposed by such statutes are not appli- 
cable to remuneration for services performed 
in your employ so long as you meet the con- 
ditions prescribed above for retention of an 
exempt status for income tax purposes. 

You will be required, however, to file an- 
nually, beginning with your current account- 
ing period, an information return on Form 990 
with the collector of internal revenue for your 
district so long as this exemption remains in 
effect. This form may be obtained from the 
collector and is required to be filed on or be- 
fore the 15th day of the fifth month following 
the close of your annual accounting period. 

Contributions made to you are deductible 
by the donors in arriving at their taxable net 
income in the manner and to the extent pro- 
vided by section 23(0) and (q) of the Internal 
Revenue Code, as amended, and correspond- 
ing provisions of prior revenue acts. 

Bequests, legacies, devises or transfers, to or 
for your use are deductible in arriving at the 
value of the net estate of a decedent for es- 
tate tax purposes in the manner and to the ex- 
tent provided by sections 812(d) and 861(a) 
(3) of the Code and/or corresponding pro- 
visions of prior revenue acts. Gifts of property 
to you are deductible in computing net gifts 
for gift tax purposes in the manner and to the 
extent provided in sections 1004(a) (2) (B) 
and 1004(b) (2) and (3) of the Code and/or 
corresponding provisions of prior revenue acts. 

The collector of internal revenue for your 
district is being advised of this action. 

Bureau letter dated February 18, 1946, ad- 
vising you that inasmuch as you had failed to 
establish an exempt status Federal income tax 
returns should be filed by you, is hereby re- 
voked. 

By direction of the Commissioner. 

Respectfully, 
S. E. McLarney 
Deputy Commissionet 
August 22, 1946 


NAM Conducting Studies on Profits, Prices 


Early publication of two monographs on 
prices and profits “to confront economic babel 
with the group judgment of a score of out- 
standing business executives and economists” 
was announced recently by the National Asso- 
ciation of Manufacturers. 

The monographs are two of a series which, 
when assembled, will form a textbook on “The 
American Individual Enterprise System.” Func- 
tioning as the Economic Principles Commis- 
sion, the economists and business executives 
have been working on the book for about five 
years. 

Entitled, ‘Profit and Loss in the Enterprise 
System” and ‘The Role of Prices and Price De- 
termination in the American Private Enter- 
prise System,” the sections soon to be released 
were prepared for usefulness over the years 10 
popular education, and not for mere applica- 
tion to current controversies. Misunderstand- 
ing of prices and profits was believed to be 
such at the present time, however, as to wat 
rant publication as soon as possible of this 
viewpoint of a cross-section of authorities, 
speaking from academic and business knowl- 
edge and experience 
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available at the moment without waiting for 
the last supporting detail. By the time the com- 
plete reports are available, the report may have 
Jost most of its value except for historical pur- 
poses. Such ‘spot’ reporting should be en- 
couraged by the controller on the part of every 
member of his staff and his supervisory per- 
sonnel; this practice may prevent many points 
from becoming trouble spots, as well as develop 
significant facts for passing on to top manage- 
ment. 

“Not only must the controller make his re- 
ports readily available in the form of reports, 
but the reports must be more than mere tabula- 
tions or schedules. In many cases there is an 
inclination to pass on to others in others in 
management, detailed schedules or accounting 
records which may or may not be understand- 
able to persons other than those who prepared 
them, and with little attempt to summarize, 
compare, interpret or otherwise make them 
more digestible. 

“I would like here to plead for simplicity in 
all reports and their presentations. If there is 
any one outstanding characteristic that I have 
seen in important men, it is that their thinking 
is simple. Each complex problem is broken 
down in bits, and they think about each bit 
separately. The controller must prepare reports 
in a step-by-step manner that really leads some- 
where, and not finish up in a morass of con- 
fusion. 

“The controller needs to know the heart of 
his business if he is to operate constructively. 
He cannot know all of its affairs. He cannot 
know all the problems of his people, but some- 
where underneath there is a pulse and it is 
beating, and he can find it only if he will hunt 
for it. Possibly there is a man in the machine 
shop who has a problem with the fairness of 
his pay. The workman may think of the con- 
troller as a machine-like person sitting in some 
remote office who has a hand in directing fair 
solutions of his problem. We must not be too 
machine-like. In another direction is a customer 
who fails to buy because of pricing distortions 
ot mechanical credit requirements. Perhaps the 
controller can bridge the gap by bringing com- 
puted production costs, sales price and financial 
terms together. Somewhere else in the organiza- 
tion there may be an accumulated inefficiency 
that the controller can bring to light and help 
teduce. An engineer may be developing plans 
that are flowing counter to economy; perhaps 
a controller can grasp his thinking and assist 
im, 

“To me the title ‘controller’ has come to 
mean a man who is young in ideas, if not in 
years, and who believes that his assignment is 
not only to historically record and report the 
tesults of transactions, but to join in the im- 
portant operations of the business, assisting in 
the planning and coordinating of larger ele- 
ments in the business, and cooperating in the 
placing into effect of operating controls that 
will increase production and reduce unit cost.” 


INDUSTRY CONFERENCES 


In addition to the special session on 
controllers’ reports, on Tuesday after- 
noon, a series of twelve Industry Confer- 
ences explored special problems in the 
fields represented, which included: Auto- 
mobile and Aircraft, Banking and Invest- 
ment, Chemical, Drugs and Cosmetics, 
Food and Allied Products, Insurance, Iron 
and Steel, Machine Tool and Heavy 
Equipment, Public Utilities, Publishers— 
Paper and Paper Products; Radio, Elec- 
tronics, and Electrical; and Textiles. 


The Controller, October, 1946 


The Annual Meeting’s closing sessions, 
on Wednesday, were devoted exclusively 
to current and future tax considerations. 
Forthcoming federal taxation featured the 
morning program, at which Messrs. M. E. 
McDowell, of Standard Oil Company 
(New Jersey) and Stanley S. Surrey, Tax 
Legislative Counsel of the United States 
Treasury, were the speakers. They were 
followed, at the luncheon, by Dr. Harley 
L. Lutz, economist of Tax Foundation, 
New York, who presented “A Tax Pro- 
gram for a Solvent America.” 


“Notwithstanding the immense improvement 
which is assured by the consideration of spend- 
ing and taxing as a single, unified program,” 
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Dr. Lutz emphasized, “we still lack adequate 
protection against an abnormally high level of 
spending and taxing, and against the danger of 
adding further to the public debt because of 
spending policies which will outrun the current 
revenues provided. 

“The most important matter of policy which 
remains to be introduced is a firm commitment 
to the principle of a balanced budget as the 
regular, normal condition. The first a most im- 
portant step in dealing with inflation is to halt 
the expansion of government-created bank 
credit. The only way to do this is to avoid the 
need of bank financing by keeping the budget 
balance. 

“Tt is evident that no large-scale reductions 
of federal spending can be made without some 
revision of the expenditures for the national 
defense and for veterans. In approaching each 


(Please turn to page 592) 


And now — more helptul than ever 
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EAR after year controllers throughout the 

country look on regular subscription to 
Montgomery’s tax books as essential to sound judg- 
ment on tax matters, from preparing returns to mak- 
ing constructive, tax-saving recommendations. Ac- 
countants, bank officers and lawyers everywhere re- 
gard them in the same way. Typical of comments are 


those at right. 


We Invite You, Too, to Become a 


Subscriber Beginning with 1946-47 Issue 


MONTGOMERY’S tax books will bring 


working information which you, too, will need con- 
stantly in handling this year’s tax problems. You will 
get authoritative guidance you’ve been looking for, 


complete in compact, easy-to-use form. 


We would like to send you further information about 
Y TAXES—CORPORATIONS 
AND PARTNERSHIPS, bringing out the advantages of 
this inexpensive equipment for tax work. Write today 
for details about 1946-47 issue, on your letterhead or on 
No obligation, of course. 
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WHAT USERS SAY... 


“Our tax library con- 
tains every edition of 
Montgomery’s book 
since his first one. We 
would not want to be 
without it.”—Lawyer, ° 
Eastern City. 


“Montgomery has a 
flair for summarizing a 
situation in a few terse 
sentences and hitting 
nail squarely on the 
head.”—Comptroller, 
well-known industrial 
corporation. 
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scription to Montgomery’s Federal Taxes—Corporations and Partner- 
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| Reviews of Recent Publications 








Forward-Looking Tax Guide 


ALLOCATION OF INCOME IN STATE 
TAXATION. By George T. Altman 
and Frank M. Keesling. Published by 
Commerce Clearing House, Inc., Chi- 
cago and New York. $4.00. 


For those concerned with the special 
state income tax problems which arise in 
the case of taxpayers deriving income 
within the taxing power of more than one 
state, the publication of this book should 
be welcome news. Since the authors have 
had intimate, first-hand experience in the 
actual handling of allocation problems, 
this handbook would seem authoritative 

and practical. The provisions and prin- 
ciples now applicable in determining what 
portion of income each state can and does 
tax are explained and the confusing mass 
of heterogeneous and disordered alloca- 
tion provisions now in effect among the 
various states is analyzed and clarified. In 
addition, Messrs. Altman and Keesling 
present what appears to be a practical, 
workable plan for ending the chaos in 
those provisions and principles. Thus, this 
new work seems to be at once a necessary 


guide to the present as well as to better, 
more uniform conditions in the future. 

A partial list of contents includes: 
Nature and importance of allocation; con- 
stitutional limitations; allocation accord- 
ing to domicile and residence; theory of 
the apportionment formulae; allocation 
formulae in practice; interdependent 
taxes; a plan for compelling uniformity 
in allocation methods. Throughout, ample 
reference to precedent is provided in the 
footnotes. 

Features that should prove most useful 
ate: answers to allocation questions in any 
state; an analysis of limits of taxing 
power of a state; deductions allowed by 
each state for income taxes; credits al- 
lowed for taxes paid other states and 
foreign countries; explanation of theory 
and practice of computing interdepend- 
ent taxes with detailed illustrations of 
step-by-step method, converging series 
method, and algebraic method; complete 
statement of law and practice on alloca- 
tion. 

New York Business Laws 


The twenty-seventh edition of ‘New 
York Laws Affecting Business Corpora- 


tions,” annotated and revised to April 26, 
1946, is now available from United States 
Corporation Company, 160 Broadway, 
New York 7, New York, or 240 State 
Street, Albany 6, New York. Priced at 
$2.00, this edition contains amendments 
of the legislative session which adjourned 
on March 26 of this: year. This standard 
compilation is a ‘‘must” beside the desk 
of every corporate financial officer whose 
company is affected by New York laws. 


Taxes in Britain 
THE BURDEN OF BRITISH TAXATION, 

By G. Findlay Shirras and L. Rostas. Pub- 

lished by the MacMillan Company, New 

York. $3.00. 

Like the United States, wartime Great Bri- 
tain felt the increasing burdens of taxation. 
The present work endeavors to estimate the 
pre-war and wartime tax impact on a range of 
different incomes in Great Britain. This is 
the second in a series of economic and social 
studies of Great Britain —P. H. 


Study No. 8 

STUDIES IN INCOME AND WEALTH. 

Published by the National Bureau of Eco- 

nomic Research, New York. Price $3.00. 

This volume is number eight in the studies 
on this subject published by the National Bu- 
reau of Economic Research and its Conference 
on Research in Income and Wealth. It in- 
cludes papers on taxes, government expendi- 
tures, and national income; measuring national 
consumption; national income as a determi- 
nant of international policy and related studies 
of national income, both here and abroad. 
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Which of these PRACTICAL ACCOUNTING BOOKS 


do you want to examine free? 


COST ACCOUNTING—3rd Edition 


By W. B. LAWRENCE, C.P.A. 


Director, Cost Accounting and Statistical Department, 
American Photo—Engravers Association 


For more than 20 years, this practical work has been the outstand- 
ing authority on cost accounting—taught in more universities, used 
by more governments, and translated into more languages than any 
other book in its field. Now completely revised, with new material 
based on problems arising from reconversion of industry. Distinc- 
tive features: Distribution Cost Accounting—Process Cost Account- 
ing—Variances from Standard Costs—Classification of Accounts— 
Interlocking Exhibits. Every cost accounting procedure is simply 
and clearly explained. The book also includes 135 practical prob- 
lems, 39 forms, 5 diagrams, 27 charts, 18 exhibits. 

606 Pages 6 x 9 Inches $5.35 


MATHEMATICS OF ACCOUNTING 


(REVISED) 
By A. B. CURTIS, C.P.A. and J. H. COOPER, C.P.A. 


A book of short cuts for the busy accountant, presenting time- 
saving methods for the computation of interest, discounts, rents, 
royalties, dividends, depreciation, obsolescence. It also covers the 
more involved accounting computations dealing with bond and 
bond interest valuation, averages and annuities, foreign exchange, 
valuation of asset accounts, goodwill, partnerships, and other 
aspects of actuarial science of interest to the accountant. A special 
section is devoted to the graphic presentation of statistics. 

480 Pages 6 x 9 Inches $5.35 


AUDITING (REVISED) 


By WILLIAM H. BELL, M.C.S., C.P.A. and 
RALPH H. JOHNS, C.P.A. 


Famous for its practicality, definiteness and conciseness, this au- 
thoritative work presents the basic principles of auditing and the 
methods and procedures generally recognized by leading profes- 
sional auditors. All types of audits are covered, including the 
detailed audit, the general audit, and special examinations and in- 
vestigations. Numerous illustrations are introduced to show meth- 
ods of establishing independent control of accounts, procedures in 
verifying receipts and disbursements, and techniques for detecting 
irregularities and frauds. 


432 Pages 6 x 9 Inches $5.00 


OTHER P-H BOOKS FOR ACCOUNTANTS 


Analysis of Financial Statements—Guthmann............ $6 00 
C.P.A. Review (revised)—Winter...........5.....0065 6.00 
Solutions to C.P.A. Review (revised)—Winter........... 8.65 
General “Accountiige——Pimney coo) is ee ee ee 6.00 
Industrial Accounting—Specthrie................020000- 4.65 
Winery Accounting and Cost Control—Maxwell........... 6.00 
Budget Principles and Procedure—Bartizal.........0..... 3.65 
Tax Compendium and Diary (1947 Edition)............. 7.50 


MAIL COUPON TODAY! 


FINNEY’S INTERMEDIATE—3rd Edition 


Widely used by leading accountants as a working manual and 
reference book. The revised, enlarged edition takes into account 
the effects of recent legislation in the discussions on capital stock 
accounts, Treasury stock, capital stock, stated capital, and earned 
surplus. It also covers the pronouncements of the American Insti- 
tute’s Committee on accounting procedure, relating to appraisals, 
depreciation on appreciation, accounting for intangible assets, re- 
funding transactions, stock dividends, and combined statements of 
income and earned surplus. Throughout, the book presents a clear, 
detailed explanation of basic accounting procedures employed in 
balance sheet valuation and profit determination. 


873 Pages 6 x 9 Inches $6.65 


FINNEY’S ADVANCED—3rd Edition 


Nearly 200 problems drawn from actual practice make this a most 
useful work on the more advanced phases of accounting. Features 
of the new, revised edition are new chapters on Consolidated Bal- 
ance Sheets; Consolidated Profit and Loss; Consolidations, Mergers, 
and Financing. Contents include: Partnerships—Statement of Af- 
fairs—Receiver’s Accounts—Realization and Liquidation Account 
and Statement—Home Office and Branch Office Accounting—For- 
eign Exchange—Estates and Trusts—Budgets—Public Accounts— 
Bank Accounts—Brokerage. A book that belongs in the office of 
every practising accountant. Ideal for C.P.A. Coaching. 


814 Pages 6 x 9 Inches $6.65 
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PRENTICE-HALL, INC. (Dept. B-AB—70/43-A) 


70 Fifth Avenue, New York 11, N. Y. | 
Serd me for free inspection the books checked below: 

| { ] Intermediate Accounting—Finney .............cccceceecseeeee $6.65 | 
{ ] Advanced Accounting—Finnry  ......... ccc eee cece cece eens 6.65 

| [ ] Cost Accounting (Third Edition)—Lawrence ................. 5 35 
[ ] Auditing (Revised)—Bell & Johns ......... ccc cece cece cece eeeee 5.00 

| { ] Mathematics of Accounting—Curtis & Cooper .............+4+ 5.35 

| | 

| i 

I At the end of i9 dys, I will either return the books or send you re- . 
mittance in payment. (If remittance accompanies your order, we pay 
postage. Money refundcd if you are not satisfied.) 
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Three members of the Controllers Institute 
of America participated in the recent develop- 
ment of a study by the Research Committee of 
the National Association of Bank Auditors and 
Comptrollers, on “Federal Deposit Insurance.” 
They include: Mr. Ottmar A. Waldow, comp- 
troller, National Bank of Detroit, Detroit, 
Michigan; Mr. William Widmayer, comptrol- 
ler, Guaranty Trust Company of New York; 
and Mr. R. C. Huelsman, comptroller, Cen- 
tral National Bank of Cleveland, Cleveland, 
Ohio. Mr. Waldow is currently serving as a 
national director of The Institute. Mr. Wid- 
mayer was general chairman of the recent 
Fifteenth Annual Meeting of The Institute. 


Mr. Joseph F. McCarthy, finance chairman 
of United Aircraft Corporation, and holder of 
membership certificate 818 in the Controllers 
Institute of America, recently announced a re- 
alignment of the accounting and financial or- 
ganization of the company, featured by the cre- 
ation of the post of divisional controllers in 
each of the four operating divisions. The new 
divisional controllers are Mr. Richard T. 
Horner for Pratt and Whitney Aircraft; Mr. 
Julius H. Cooper for Hamilton Standard 
Propellers; Mr. James J. Gaffney for Chance 
Vought Aircraft; and Mr. Frederick O. Det- 
weiler for Sikorsky Aircraft. 


Mr. Marshall C. Roop, a member of the 
Controllers Institute of America since January, 
1938, has been elected treasurer of Davison 
Chemical Corporation, Baltimore. Previously 
serving as secretary and controller of the com- 
pany, Mr. Roop will continue, also, as secre- 


tary. 


Mr. Laurence D. Bowman, who has been a 
member of the Controllers Institute of America 
since July, 1940, was recently elected comp- 
troller of Solar Aircraft Company, San Diego, 
California. Mr. Bowman joined Solar Aircraft 
Company in 1942 and had been serving as as- 
sistant comptroller and assistant treasurer. Be- 
fore joining the Solar organization he was as- 
sistant comptroller of Pittsburgh Plate Glass 
Company, Pittsburgh, Pennsylvania. 


Mr. G. T. Zignone, formerly controller of 
Macfadden Publications, Inc., New York, and 
holder of membership certificate 711 in the 
Controllers Institute of America, by virtue of 
election in June, 1936, recently became con- 
nected with Parents Institute, Inc., New York, 
in the capacity of treasurer. 


Dr. R. O. Baker, previously bursar of the 
University of Kansas City, has accepted a post 
as head of the Department of Economics of 
the University of Tennessee, Chattanooga, and 
began his duties there on September 2, 1946. 
Dr. Baker is holder of membership certificate 
1762 of the Controllers Institute of America 
and had served as representative of the Kansas 
City Control, during the past year, on the Na- 
tional Committee on Education of The In- 
stitute. 


Mr. Ralph O. Linville has joined Kansas 
City Power and Light Company, Kansas City, 
Missouri. A member of the Controllers In- 
stitute of America since April, 1943, Mr. Lin- 
ville previously served with United Light and 
Power Company, Chicago, as chief accountant. 


Mr. Arthur E. Davis has been named vice 
president of Royal Typewriter Company, Inc., 
New York. Mr. Davis, who will continue serv- 


ing as treasurer, is holder of membership cer- 
tificate 75 in the Controllers Institute of 
America. He joined the company in 1910 as 
cashier in the New York sales department. Mr. 
Davis has served The Institute in many respon- 
sible capacities over the years. In addition to 
being a member, at various times, of national 
committees, he served a three-year term, begin- 
ning 1936, on the National Board of Directors 
and was vice president of The Institute during 
1937-1938. He, likewise, served for two years, 
beginning 1933, as president of the New York 
City Control. 


Mr. W. B. McCloskey has been named con- 
troller of the Davison Chemical Corporation, 
Baltimore, Maryland, succeeding Mr. Marshall 
C. Roop, who has been appointed treasurer. 
Mr. McCloskey, who is a member of the Con- 
trollers Institute of America, previously was 
assistant controller and assistant secretary. 


Mr. Robert W. Clark, vice president of the 
RICHardson Corporation, Rochester, New 
York, retired from active service on October 
1. A member of the Controllers Institute of 
America, and holder of certificate 1403, Mr. 
Clark had served his corporation since May, 
1916, when he joined it as auditor. Ten years 
later he was elected a director and in 1929 
was appointed treasurer. Subsequently he 
added the post of secretary, and later was 
named vice president and treasurer. Mr. Clark 
has also been active in the Rochester Associa- 
tion of Credit Men, the Rochester Chapter of 
the National Association of Cost Accountants, 
and the Shrine. 


Mr. A. G. McLean, DeForest and Company, 
Seattle, Washington, has been appointed secre- 
tary of the Seattle Control of The Institute, as 
successor to Mr. C. H. Candee, Tradewell 
Stores, Inc., Seattle. 


Mr. Frank W. Whitmore, formerly connected 
with Anchor Line Limited, New York, is now 
affiliated with Ryan Stevedoring Company, Inc., 
New York. Mr. Whitmore is a member of Con- 
trollers Institute of America. 


Mr. Claude Renick, Jr. has joined the Big 
State Garment Company, Fort Worth, Texas. 
Mr. Renick previously served with Williamson- 
Dickie Manufacturing Company, Fort Worth, 
in the capacity of assistant secretary and treas- 
urer, and is a member of the Controllers 
Institute. 


Mr. Ralph Kennon, a member of Controllers 
Institute of America, is now connected with 
Northwestern National Life Insurance Com- 
pany, Minneapolis. Mr. Kennon was formerly 
associated with Investors Syndicate, of that city. 


Mr. Gordon Edwards is now associated with 
National Dairy Products Company, Inc., Chi- 
cago. Mr. Edwards formerly served as treas- 
urer of the Hydrox Corporation, Chicago. He 
is a member of Controllers Institute. 


Mr. J. G. Maione, formerly associated with 
International Factors, Inc., New York, has 
joined Studebaker Panamericana, S. A., Bal- 
deras, Mexico. Mr. Maione is a member of Con- 
trollers Institute of America and is holder of 
membership certificate 1517, by virtue of elec- 
tion in November, 1939. 


Mr. Clyde A. Warne, a member of Con- 
trollers Institute of America since January, 1936, 
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and holder of membership certificate 611, is 
now connected with the Lewis Manufacturing 
Company, Monrovia, California. Mr. .Warne 
previously served with Electronic Engineering 
Company, Los Angeles. 


Mr. E. Paul Love is now serving with Curtis 
Wright Industries, Puente, California. Mr. 
Love, a member of Controllers Institute of 
America, was formerly connected with Pacific 
Manifolding Book Company, Inc., Los Angeles, . 
where he held the post of assistant controller, 


Mr. Frank J. Bischoff, who has been con- 
troller of Consolidated Edison Company of 
New York, Inc., for the past twenty-three 
years, was elected a vice-president of the 
Westchester Lighting Company, which is 
part of the Consolidated Edison System, on 
September 10. At the same time, is was an- 
nounced that Mr. Charles E. Eble was elected 
controller of the Consolidated Edison Com- 
pany and was also appointed controller of 
the New York Steam Corporation. He was 
formerly senior assistant controller of Con- 
solidated Edison. Mr. John V. Cleary was 
appointed senior assistant controller of Con- 
solidated Edison and will be in charge of the 
company’s general accounting department. 


It was also announced by the company that 
Mr. Arthur E. Hald will become auditor on 
October 1. He will take the place of Mr. 
Reuel O. Launey, who plans to retire on that 
date under the company’s age rule. Mr. Hald 
has been manager of the auditing department 
since 1941. 


Mr. B. S. Rodey, associate controller, has 
been placed in charge of the company’s tax 
department. 


Messrs. Bischoff, Eble, Launey, and Rodey 
are members of The Controllers Institute of 
America. 


Mr. Bischoff has been with the Consoli- 
dated Edison System since 1903. He held 
various positions in the accounting depatt- 
ment of the company. In 1918 he enlisted for 
military service in World War I. He was 
elected controller of the company in 1923 
and controller of New York Steam in 1943. 


Mr. Eble joined Consolidated Gas Com- 
pany as corridor boy in 1916. He was ap- 
pointed assistant controller in 1935 and 
senior assistant controller in 1936. 


Latin-American Collections 
and Credits Rated High 


Manufacturers and exporters throughout the 
United States have given every Latin American 
country prompt or top rank in the collection 
classification in the 36th semi-annual survey 
of commercial credit and collection conditions 
in Latin America conducted by the Foreign 
Credit Interchange Bureau of the National As- 
sociation of Credit Men. 

Commenting upon rating given Latin Amet- 
ican nations by members co-operating in the 
survey, Philip J. Gray, manager, noted also 
that with the exception of Bolivia all these 
countries also were designated as good in the 
credit classification. Bolivia was rated fairly 
good. 

Little change in credit terms extended by 
exports was shown in comparison with those 
given during 1945. Ninety per cent reported 
continuance of prewar credit terms. 
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of these subjects, we need a definite basis of 
policy on which to proceed. In both cases, it 
may be questioned whether we do have-an ade- 
quate grasp of the kind of long-range policy 
that would permit a substantial reduction of 
current costs without impairing our reasonable 


“There is room, of course, for substantial re- 
ductions in the other categories of federal ex- 
penditure. For one thing, the civilian personnel 
is still too large, mainly for the reason that 
there still exists a large number of federal 
agencies. Every effort should be made to close 
up and eliminate a substantial number of these 
agencies and thus to shrink the scope of the 
federal oreanization more nearlv into its pre- 
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war proportions. Many hundreds of millions 
could be saved, and no serious impairment of 
useful federal functions would result. 

“Another large class of federal expenditures 
is the subsidies and grants which are made. In 
large part these subsidies originated*during the 
eurly 1930's, as a means of dealing with condi- 
tions peculiar to the depression. Although these 
peculiar conditions have disappeared the sub- 
sidies continue, and strong vested interests have 
been created in their further continuance. It is 
my judgment that neither agriculture, nor the 
states, nor any group or section requires doles 
or handouts or help from the federal govern- 
ment. In any event, a careful, unbiased review 
of the entire subsidy program should be made. 
It would I am sure, lead to drastic curtailment 
all along the line. 

“A defense total of $7 to $8 billion would 
be enough to leave the cost of the Navy close 
to its present level and still affcrd some $3 to 
$4 billion for the kind of military defense pro- 
gram that I propose, together with a sizeable 
number of men in the regular Army. With re- 
spect to veterans’ pensions and benefits, an ex- 
tersion of the scale of such payments as that 
which has already been established for those 
eligible to the probable larger number who 
would qualify after the Second World War 
would indicate that, for the next few years, $2 
billion would suffice. With respect to all other 
federal costs, I would eliminate the subsidies to 
agriculture, and a'low, roughly, $1 billion each 
for general government, for social security and 
for public works. The last-named amount is 
really too large for present conditions of scar- 
city of labor and materials.” 


SECTION 722 


Administration of Section 722 was dis- 
cussed in the final address at the Annual 
Meeting, by Mr. Charles D. Hamel, 
Chairman of the Excess Profits Tax Coun- 
cil, who stated that “it is the objective of 
the Council to function in such a way that 
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these cases are kept out of the Tax Cour 
to the greatest possible extent. 


“Tt is not our job to supplant the Tax Court 
in the 722 picture, but we certainly have 
responsibility of preventing needless litigation 
It is for this reason that we are insisting upon 
the proper preparation of claims by taxpayers 
and the proper examination of claims by reve. 
nue agents. 

“The 15 men on the Council have heen 
handed the responsibility for determining the 
issues involved in over 40,000 claims filed to 


(Please turn to page 595) 





Institute’s National Committee 
Chairmen Are Named 


Appointment of chairmen of na- 
tional committees of the Conzrollers 
Institute of America, for 1946-1947, 
was announced at the Fifteen’h An- 
nual Meeting in New York, by Mr, 
John H. MacDonald, president of The 
Institute. Those named include: 


Admissions, Mr. Lester W. Field, 
Willcox & Gibbs Sewing Machine 
Company, New York. 

Budget and Finance, Mr. Kelly Y, 
Siddall, Procter & Gamble Company, 
Cincinnati. 

Cooperation with American Insti- 
tu‘e of Accountants, Mr. Daniel M. 
Sheehan, Monsanto Chemical Com- 
pany, St. Louis. 

Cooperation with Office of Price 
Administration, Mr. L. W. Webster, 
Thomas J. Lipton, Inc., Hoboken, 
New Jersey. 

Cooperation with Securities and Ex- 
change Commission, Mr. C. J. Van 
Niel, Eastman Kodak Company, Roch- 
ester. 

Education, Professor Ross G. Walker, 
Harvard Graduate School of Business 
Administration, Boston. 

Eligibility Standards, Mr. Mark Z. 
McGill, Collins & Aikman Corpora- 
tion, Philadelphia. 

Ethics; Mr. John C. Naylor, Pet 
Milk Company, St. Louis. 

Executive, Mr. Noel E. Keeler, 
Sylvania Electric Products, Inc., New 
York. 

Federal Taxation, Mr. Oscar N. Lin- 
dahl, Carnegie-Illinois Steel Corpora- 
tion, Pittsburgh. 

Planning, Mr. William R. Little, 
The Evening Star Newspaper Com- 
pany, Washington, D. C. 

Publications, Mr. Archer Edward 
Church, Weekly Publications, Inc, 
New York. 

Social Security, Mr. A. D. Grote, 
Illinois Bell Telephone Company, Chi- 
cago. 

Surplus Property. Disposition, Mr. 
William H. Schrader, Easy Washing 
Machine Corporation, Syracuse. 

Technical Information and Research, 
Mr. H. P. Buetow, Minnesota Mining 
& Manufacturing Company, St. Paul. 


Of the fifteen chairmen named, four 
will serve by reappointment. Eleven 
local Controls are represented in the list 
of committee chairmen: Boston, Chi- 
cago, Cincinnati, New York, Philadel- 
phia, Pittsburgh, Rochester, St. Lous, 
Syracuse, Twin Cities, and Washington, 
D. €: 
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MEETINGS OF CONTROLS 








ATLANTA : 
Topic: Controller’s Duties 

The Atlanta Control held its September 24 
dinner. meeting at the Hotel Piedmont. The 
highlight of the meeting was an address by 
Mr, W. E. Mitchell, president of the Georgia 
Power Company, who spoke on the subject 
of “What is Expected of the Controller by 
the Top Executive.” 


BALTIMORE 

Topic: TAXATION AND BUDGETING 

Mr. Ivey E. Peebles, Maryland Public Ex- 
penditure Council, addressed the September 11 
dinner meeting of the Baltimore Control, held 
at the Lord Baltimore Hotel. Mr. Peebles chose 
as his subject, “Taxation and Budgeting in Re- 
gard to Public Expenditures.” 
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BOSTON 
Topic: CORPORATE REPORTS 


The place of corporate reports in labor 
relations was considered at the September 
10 meeting of the Boston Control by Mr. 
Thomas A. Sanders, professor of accounting 
at the Harvard University Graduate School 
of Business Administration. The dinner 
meeting was held at the Hotel Commander, 
Cambridge, and was attended by a number 
of labor relations executives of corporations 
identified with the Boston Control. 


CHATTANOOGA 
Topic: OPA REGULATIONS 


The first regular meeting of the new year 
for the Chattanooga Control was held on 
September 3 at the Read House, and featured 
a discussion on “Developments in OPA Reg- 
ulations,’ for which the discussion leader 
was Mr. Vance King, controller of Rich- 
mond Hosiery Mills, Rossville, Georgia. 


CHICAGO 
Topic: MANAGEMENT 
The September 24 meeting of the Chicago 
Control was held at the Union League Club, 
and featured an address by Mr. Fred V. 
Gardner of the firm of Fred V. Gardner and 
Associates, Inc., Milwaukee, Wisconsin. Mr. 
Gardner spoke on the subject of “The Com- 
ing Revival of Management.” 


CINCINNATI 

Topic: LEGISLATION 

ISTRATION 

For its September 10 meeting, the Cincin- 
nati Control featured a presentation by Mr. 
Donald A. Wilkins on the subject of ‘The 
Washington Angle.’’ Mr. Wilkins has spent a 
number of years in Washington with both 
Management Planning, Incorporated, and Pren- 
tice-Hall, Inc., and is thoroughly familiar with 
the Washington scene as to legislative action 
and administrative procedure. 


AND ADMIN- 


CLEVELAND 
Topic: BUDGETING 
Modern techniques for budgeting and con- 
trolling current and future operations were 
presented before the September 10 meeting of 
the Cleveland Control at the Cleveland Ath- 
letic Club, by Mr. E. S. LaRose, controller 
of Bausch and Lomb Optical Company, Roch- 
ester, New York, who is a past president of 
the Rochester Control and a former national 
director of the Controllers Institute. 


DALLAS 
Topic: CORPORATE FINANCING 


Mr. John H. Rauscher, president of Rau- 
scher, Pierce and Company, Dallas, addressed 
the September 24 meeting of the Dallas Con- 
trol at the Stoneleigh Hotel, on the subject 
of “The Outlook for Corporate Financing.” 


DAYTON 
Topic: FOREIGN TRADE 
Various phases of the subject of foreign 
trade were presented at the September 12 
dinner meeting of the Dayton Control, held 
at the Van Cleve Hotel, by Mr. William 
Notton, of the Foreign Department of the 


Central Trust ‘Company, Cincinnati, My 
Notton was formerly connected with the Na. 
tional City Bank of New York, and has had 
years of experience in the financial aspects 
of foreign trade. 


DETROIT 
Topic: CURRENT FINANCIAL PROB. 
LEMS 


“A Discussion of Current Financial Prob. 
lems” was the subject of an address pre. 
sented by Mr. Sigurd R. Wendin, president 
of Heber-Fuger-Wending, Inc., Detroit, at 
the Hotel Statler on September 24, before a 
meeting of the Detroit Control. Mr. Wendin 
is widely known as a consultant to banks 
and corporations on financial problems and 
organization. 


DISTRICT OF COLUMBIA 


Topic: COMMODITY CREDIT CORPO. 
RATION 


Mr. Robert H. Shields, president of the 
Commodity Credit Corporation of the United 
States Department of Agriculture, addressed 
the September 24 dinner meeting of the Dis- 
trict of Columbia Control. His presentation 
stressed particular reference to the world’s 
food problem. Mr. Shields has recently re- 
turned from an extensive tour of Europe's 
principal cities, being a member of the 
United States Department of Agriculture- 
European Food Mission. 


HARTFORD 
Topic: LABOR CONTRACTS 


“Negotiating Labor Contracts” was the 
subject presented at the September 12 dinner 
meeting of the Hartford Control, held at the 
Indian Hill Country Club, Newington, Con- 
necticut, by Mr. Joseph B. Burns, attorney 
for the Fuller Brush Company, Hartford. 


LOS ANGELES 
THREE SPEAKEPS 


The September 27 meeting of the Los An- 
geles Control, held at the Los Angeles Ath- 
letic Club, featured addresses by _ three 
speakers, all members of the Los Angeles 
Control. Mr. W. Raymond Hart, Grand 
Central Airport, spoke on the subject of 
“Designation by Statute of Controllers as 
Corporate Officers.” Mr. Fero Williams, Pa- 
cific Western Oil Corporation and Affiliates, 
addressed the meeting on “One Controller's 
Interpretation of His Job.” Mr. Frank H. 
Cowgill, Helms Bakeries, presented the sub- 
ject, “Co-ordination of, the Disability Sec 
tion of the Social Security Act with Group 
Insurance.” Mr. Murray S. Gelber served a 
chairman for the meeting. 


MILWAUKEE INSPECTION TRIP 


An inspection trip of one of the power 
plants, of the Wisconsin Electric Power 
Company, located at Port Washington, Wis- 
consin, was the feature of the first meeting 
of the season for the Milwaukee Control, 0 
September 9. The visit was arranged by 
Mr. Lester M. LaPorte, controller of 
company, who is a director of the Milwaukee 
Control. 
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PHILADELPHIA ; 
Topic: SECTION 102 
The Philadelphia Control held its Octo- 
ber 3 dinner meeting at the Ritz-Carlton 
Hotel. Mr. A. Allen Simon, Philadelphia at- 
torney, spoke on the subject of “Corporate 
Surplus and Section 102 in the Post-War 
Period.” Following Mr. Simon’s presenta- 
tion, a tax form was held. Mr. John Mc- 
Farland, Manager of the tax department of 
the Sun Oil Company, and Mr. James J. 
Mahon, Jr., a member of the tax department 
of the Philadelphia office of Lybrand, Ross 
Bros. & Montgomery, answered questions 
during the Forum period. Mr. A. L. Fowler 
was chairman of the meeting. 


PITTSBURGH 
Topic: POSTWAR CONTROLLERSHIP 


A combination golf party and dinner meet- 
ing featured the September 26 gathering of 
members of the Pittsburgh Control, at the 
South Hills Country Club. Sweepstakes and 
a kicker’s handicap were features of the golf 
patty, with the evening meeting being con- 
ducted as an open forum, covering subjects 
of import to a controller's postwar respon- 
sibilities. 

ROCHESTER 


Topic: CORPORATE FINANCE 


Mr. David C. Barry, senior vice president, 
Lincoln-Rochester Trust Company, spoke at 
the September 25 meeting of the Rochester 
Control, on the subject of “Corporate Fi- 
nance—Its Future.”” The meeting was held 
at the Sheraton Hotel. 


SAN FRANCISCO 
Topic: WEST COAST INDUSTRY 


“Pacific Coast Industry Today and Impli- 
cations of the Future’ was the subject pre- 
sented by Mr. F. T. Letchfield, assistant vice- 
president and engineer of Wells Fargo Bank 
and Union Trust Company, San Francisco, at 
the September 19 meeting of the San Fran- 
cisco Control, at the St. Francis Hotel. 

The San Francisco Control has, likewise, 
asked bygone officers, directors and committee 
members to file with Control Secretary Ralph 
C. Wamser correspondence and other informa- 
tion relative to Control and Institute activities, 
so that a full record of the group’s programs 
and other operations can be preserved and 
consolidated. 


SPRINGFIELD 
Topic: PLANT CONTROL 
At the September 24 meeting of the Spring- 
field Control, held at the Hotel Sheraton, 
Mr. A. F. Niendorff, of The McBee Com- 
pany, Milwaukee, spoke on the subject of 
“Plant Control.” Mr. Niendorff spent a 
number of years in New York importing 
and distributing special office machines, and 
in 1939 he became connected with the McBee 
organization. He has served as manager of 
the Milwaukee Office of this company, and 
has worked particularly on industrial assign- 
ments for the Home Office. 


ST. LOUIS 
Topic: ECONOMIC SITUATION 
The St. Louis Control held its September 
24 meeting at the Hotel Statler. Mr. Wil- 
liam H. Stead, Vice President of the Federal 
Reserve Bank, St. Louis, addressed the meet- 


ing on the subject of “The General Economic 
Situation.” 


TOLEDO 

Topic: PROFITS 
whe Toledo Control featured an address on 
Who Profits from Profit” by Mr. R. A. Stearns 
ot Stearns and Loudon, Chicago, who pre- 
“ented the subject from the viewpoint of the 
“onomist, at the September 12 dinner meet- 
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ing, which was held at the Hotel Secor, To- 
ledo. 


TWIN CITIES 

Topic: INSURANCE 
_ A discussion of general insurance matters, 
with particular emphasis on use and occu- 
pancy insurance was presented at the Septem- 
ber 3 meeting of the Twin Cities Control at 
the Minneapolis Athletic Club by Mr. C. L. 
Mehagen, manager of the Western Adjust- 
ment Inspection Bureau. 

During the course of the meeting, President 
P. H. Wernicke introduced Dean R. L. Ko- 
zelka, of the School of Business Administra- 
tion of the University of Minnesota, who ex- 
plained that, due to the heavy registration of 
students, it was necessary to add additional 
classes during the day and evening; and, as a 
result, he was soliciting assistance from mem- 
bers of the Twin Cities Control in obtaining 
instructors for such accounting classes. 


WESTERN MICHIGAN 
Topic: LABOR RELATIONS 
Mr. Stephen Dunn, of the legal firm of 
McCobb, Heaney and Dunn, addressed the 
September 11 dinner meeting of the Western 
Michigan Control, at the Peninsular Club, 
Grand Rapids, on the subject of labor rela- 
tions. Mr. Dunn has studied the problems of 
management, as well as labor, and for years 
previous to joining his present connection, 
he was manager and counsel of The Grand 
Rapids Employers Association. While in that 
capacity, he served as a member of the War 
Labor Board, Region XI, Detroit. 





| ANNUAL MEETING ~ 
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date, plus an indeterminate number of claims 
which may be filed. Some estimates move this 
40,000 figure up to 60,000. Some extremists 
say that a total of 80,000 is not an impossi- 
bility. I do not know. When it is remembered 
that these claims are tax issues of the most 
complicated nature, you can well appreciate that 
from the physical standpoint alone, adequate 
personal consideration by this 15-man Council 
assumes terrifying proportions. 

“We are attacking this problem in every 
manner that we have been able to devise. In 
the first place, the real burden of the work 
must be done by the field offices. We must pro- 
vide machinery whereby the offices of the 39 
Internal Revenue agents in charge can satisfac- 
torily adjudicate the great majority of these 
claims. It is for this reason that the Commis- 
sioner has instructed each Internal Revenue 
agent in charge to create a Section 722 Field 
Committee and placed these Committees under 
the technical supervision of the Council. They 
are the field representatives of the Council. 

“Perhaps the greatest value of these field 
committees is the intimate knowledge of local 
conditions which has been accumulated by the 
individual members over a period of years they 
have served the government in their particular 
area. We do not expect the local committees to 
be perfect, especially in matters which involve 
coordination of cases in distant sections of the 
country, but we do expec! the local committees 
to know local conditions and to apply that 
knowledge to local cases. 

“All cases will be sent to the Council after 
the field committees have completed their func- 
tions. This means that whether or not you have 
agreed with the decision of your local field 
committee your cases will not be finally dis- 
posed of until the Council has had a chance 
to review the field recommendations and make 
sure that your interests—as well as the govern- 
ment’s interests—have been properly taken care 
of.” 
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| NEW MEMBERS ELECTED 





By action of the Executive Committee on 
August 31, 1946, the applicants named below 
were elected to active membership in The In- 
stitute: 


RoserT F. BENDER 
Bigelow-Sanford Carpet Company, Inc., New 
York City 

C. B. BENNETT 
Sears Roebuck & Company, Seattle, Wash- 
ington 

R. C. BRANDT 
Gar Wood Industries, Inc., Detroit 

RosBert A. BRYANT ; ea 
The Lufkin Rule Company, Saginaw, Michi- 
gan 

PAuL L. BuRGESS 
Dixie-Home Stores, Greenville, South Caro- 
lina 

F. O. GRASSHOFF 
Journal-Herald Publishing Company, Day- 
ton, Ohio 

A. H. HELLWIG 
Standard-Vacuum Oil Company, New York 
City 

RICHARD L. HORNBECK 
Thorndike & Gerrish Company, Boston 

MERL G. JOHNSON 
Southwest Natural Gas Company, Shreve- 
port, Louisiana 

WILLIAM D. KEVENEY 
Rayonier Incorporated, New York City 





MODERN PLANTS 
(Continued from page 551) 











ing boards, or under construction. They 
reflect industry’s determination to meet 
the kogy of rising labor rates by improved 
efficiency. 

The fact that so many of the country’s 
leading industries are going forward with 
major construction programs in the face 
of the most unsettled conditions the build- 
ing industry has known for a long time 
confirms their recognition of the fact that 
more efficient manufacturing methods of- 
fer the best means of reducing costs and 
holding prices down to levels which will 
insure the steady expansion of American 
purchasing power and the continued im- 
provement of living standards, not only 
here but throughout the world. 
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CHARLES E. KLEIN 
Chesebrough Manufacturing Company, Con- 
solidated, New York City 
CHARLES ONDRICK 
The Sperry Corporation, New York City 
JOHN F. RICHMOND 
Standard-Vacuum Oil Company, New York 
City 
HaroLp S. TURNER 
Behr-Manning Corporation, Troy, New York 
W. J. VAN ARNAM 
Timber Structures, Inc., Portland, Oregon 
JOHN D. WELCH 
Allison Division, General Motors Corpora- 
tion, Indianapolis, Indiana 
EpwArpD H. ZIER 
The Lionel Corporation, New York City 





Election of the 17 new 
members named above 
brings the membership 
of The Institute to 

2,879 











AAA Meeting in Chicago 


The annual meeting of the American Ac- 
counting Association was held at the Palmer 
House in Chicago on September 6 and 7, 
1946. A wide range of papers and addresses 
on accounting and educational developments 
made up the program. 





TAX INCENTIVES 
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sales price does not in and of itself de- 
termine the passage of title to merchan- 
dise, payment abroad helps to further 
prove the foreign source of the income, 
and the active business conduct. 

As for a manufacturing, mining or agri- 
cultural enterprise abroad or in the United 
States, the source of the gross income is 
relatively indisputable. When these enter- 
prises also engage in international selling, 
the problem of a reasonable allocation of 
income is raised which might be detti- 
mental to qualifying as domestic corpora- 
tion in a possession, or a China Trade Act 
Corporation or a Western Hemisphere 
Trade Corporation. The estzblishment of 
independent sales corporations would 


render the entire venture less vulnerable” 
to adverse allocations of income. 


SECTIONS 45 AND 129 


But is there not the danger that newh 
organized corporations engaged in foreign | 
trade may suffer the impact of Section 4 
of the Code? It provides that where inter 
corporete transactions are conducted to © 
distribute expenses and income so as to 
effect a tax saving, the Commissioner may — 
invoke this section and redistribute them | 
in accordance with a truer economic form. 
ula. This is not so likely if the primary” 
purposes for their organization are eco- ” 
nomic rather than tax reducing in nature. 
The refusal to expose a corporation’s en- 
tire assets to the political and economic 
hazards of foreign countries, and the de- 
sire to operate more effectively a foreign 
enterprise with an independent corpora- 
tion are sound and valid business motives, 
even if tax savings are incidentally ef- 
fected thereby. Further safeguards against 
running afoul of Section 45 lay in arms ~ 
length transactions between the subsidiary ~ 
and the parent corporation as to sales, 
service charges, interest rates, executive © 
salaries and the like. q 

Section 129 is also a threat. It provides © 
that the acquisition of a corporation on © 
or after October 8, 1940 to secure thereby © 
a deduction, credit, or allowance primarily 7 
to avoid or evade federal taxation is for 7 
bidden. Here, too, business motives and = 
not tax evasion as the primary consideta-~ 
tion for the establishment of these new © 
corporations should prove an adequate de- © 
fense. The Commissioner has already” 
ruled specifically that Section 129 does © 
not apply to Western Hemisphere Trade ~ 
Corporations.1 4 


* A standard work on the prevailing tax laws 4 
and other pertinent information for the major 
foreign countries is Martindale-Hubbell’s “Law © 


Directory,” Volume II, “Law Digests,” 1946.7 
* * & F 


The role of social security in our sys 
tem is important, but it should be kept] 
subordinate to our primary goal of fae 
serving the freedoms of the individual.” 
—Senator Joseph H. Ball. 
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